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Report of the 

Bengal Provincial Banking Enquiry Gommittee. 

We, the undersigned members of the Provincial Banking* Enquiry 
Committee, Bengal, have the honour to submit, on the conclusion of 
our labours, the following report for the information of the Indian 
Central Banking Enquiry Committee. 


Part L 


Introductory. 

CHAPTER I. 

Working of the Committee. 

2. Appointment and Personnel of the Committce.-^ The history of 
the appointment and constitution of the Central and various Provin- 
cial Banking Enquiry Committees “to investigate the present condition 
of banking in India and to make recommendations for their improve- 
ment and expansion^’ will he found in the letter which the Hon’hle 
Mr. E. Burdon, c.s.i,, c.i.e., i.c.s., vSeeretary to the Government of 
India in the Finance Department, addressed to all Provincial Govern- 
ments in April 1929 [No. F. 2 (III) F/29, dated 3rd April 1929]. In 
pursuance of the policy and procedure laid down therein (vide para- 
graphs 5, 6 and 9) the Bengal Provincial Banking Enqiairy Committee 
was ushered into being by a Government of India Press Communique 
(copy forwarded with Bengal Government, Finance Department, letter 
No. 3679F'., dated the 30th July 1929) which announced its personnel 
as noted below : — 

(1) Mr. K. 0. De, c.i.e.^ i.c.s. (Eetired), Chairman, 

(2) Khan Bahadur Maulvi Hemayatuddin Ahmad (Secretary of 

Barisal Central Co-operative Bank), co-operative expert. 

(3) Di\ J. 0. Sinha (head of the Department of Economics, Dacca 

Dniversity), Indian economist. 

(4) Eai Badridas Goenka Bahadur, c.i.e., m.l.c. (merchant and 

banker), representative of commerce. 

(5) Dr. Narendra Nath Law, ph.n., representing indigenous 

bankers. 

(6) Khan Bahadur Maulvi Azizul Haque, h.i..c. (pleader, Krish- 

nagar, Nadia), representative of agricultural interest. 

(7) Eai vSasadhar Ghose Bahadur (pleader, landholder and Chair- 

man, Mymensingh Central Co-operative Bank), 

^representative of urban interest. 

(8) Bahu Joges Chandra Chaudhuri (Deputy Collector), Secretari/* 



iO 


3. Terms of reference* — In. paragraplis 6 and 7 of tbe said letter 
the scope and functions of the Central and Provincial Committees were 
analysed in some detail and the main matters’ for study by the Provincial 
Ooininittees were defined to be— - 

with reference to the development and extension of banking on 
sound lines — 

(i) agricultural credit (including co-operative credit) and credit 

facilities for small industries; 

(ii) mortgage banks and 

(iii) financing of internal trade in connection with all the above 

headings. 

It was explained that ^‘essentially the purposes which it is desired 
to secure, so far as the interests of the rural population are concerned, 
are that the cultivator should be enabled to secure the credit he needs 
both for the improvement of his land and its equipment and for the 
marketing of his produce; and that, on the other hand, means should 
be devised to stimulate the habit of investment and attract banking 
deposits/' And it was suggested that “bearing these purposes in mind 
the provincial cominittees should conduct in a few selected areas an 
intensive survey of conditions, existing facilities and reqxiirenients, and 
a general survey of the province as a whole." These points were 
elaborated in a memorandum, forming enclosure to the Hon'ble the 
Finance Secretary's letter, which is reproduced as Appendix I to our 
present report. These may be regarded as our terms of reference. 

4. Procedure adopted and work done. — We first met in Calcutta, 
which was the headquarters of our Committee, on the 3rd August 
1929, and for the better part of the month of August devoted our 
attention to the consideration of the standard questionnaire drawn up 
by the Indian Central Banking* Enquiry Committee for issue by the 
Provincial Committees and made additions thereto in order to elicit 
information regarding the special conditions prevailing in the Presi- 
dency. The questionnaire finally approved was printed in English 
with the additions shown in italics and was also translated into Bengali. 
Copies either in Engliwsh or in vernacular were sent to all persons, both 
oflScial and non-official, wffio w^ere considered to he likely to give us 
useful information and a copy was sent to everyone who asked for it. 
Copies were also distributed in various local centres visited by the 
Committee. The questionnaire was published in the Calcutta Gazette 
and copies were supplied to the press for general information. A copy 
of it is printed as Appendix II to this report. 

We also prepared separate questionnaires (vide Appendix III to 
this report) for the co-operative central banks, which number 120, and 
registered joint stock loan companies, which number 782, in this 
province. A copy of the respective questionnaire was sent to each of 
them. Special questions were also issued (vide Volume III) to 

(i) The Postmaster-General, regarding the feasibility of introduc- 

ing certain measures for providing further banking facilities 
in the post offices, 

(ii) The Imperial Bank of India, Calcutta, with regard to its 

financing of tea industry, 
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(iii) Tlie Commissioner of Income-tax and tlie Eegistrar of Co- 

operative Societies regarding certain suggested concessions to 

co-operative societies in the matter of income-tax, 

(iv) The Jute Mills Association with regard to the indebtedness of 

the employees in the jute mills near Calcutta, 

(v) The firms selling agriculMral implements and machines, 

regarding the adequacy or otherwise of facilities for financ- 
ing the purchase of such implements, and 

(vi) All District Judges regarding the working of the Usurious 

Loans Act in this province. 

In all we received 223 replies to the General Questionnaire, 57 
replies from the Central Co-operative Banks and 84 replies from the 
Joint-Stock Loan Companies and 23 written notes and memoranda on 
different subjects connected with our enquiry. Most of them have 
been printed and will be found in Volumes II and III of our report. 

Of those who replied to the questionnaire, 36 gave oral evidence 
before us, 19 being officials and 17 being non-officials. Besides, 54 
persons were examined orally on specific questions although they had 
not submitted any written replies. A list of the witnesses examined 
has been given in Appendix IV. 

5. The interval between sending up questionnaires to various 
persons and institutions and g^etting’' replies thereto -was utilised by us 
in making intensive surveys of existing conditions and credit facilities 
in certain selected areas as enjoined upon us by our terms of reference. 
One hundi‘ed typical villages in the five administrative divisions of the 
province v/ere selected for the purpose, viz : — 

(i) 30 villages in the district of Birbhimi, Burdwan Division, 

(ii) 25 villages in the district of Bogra, Eajshalii Division. 

(iii) 15 villages in the sadar subdivision of the district of Kadia, 

Presidency Division. 

(iv) 20 villages in the Jamalpur subdivision of the district of 

Mymensingh, Dacca Division. 

(v) 10 villages in the Ghandpur subdivision of the district of 

Tippera, Chittagong Division. 

Eleven more villages were selected in areas having special features. 
The detailed economic suiwey in these villages was carried out by an 
honorary agency composed of both officials and non-officials of the 
locality. They volunteered to undertake the work at the request of 
■ the Chairman, who, along with some of the members, visited the 
•different centres to initiate the work and explain the terms and scope 
of the enquiiy to the local gentlemen. But for their assistance which 
they readily proffered it would have hardly been possible for us to do 
this poii;ion of our work within the short time allotted to us and we 
are grateful for the assistance we received from them. A member was 
placed in supervising charge of each of the five centres. 

6. Itinerary. — ^A complete itinerary of the Committee is given in 
Appendix Y. Besides visiting the areas selected for intensive survey 
for the purpose of initiation of the work and subsequent supervision 
of its progress and certain district headquarters for the purpose of 
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taking evidence of witnesses, the members of the Coiimiittee also visited 
eithei^ in batches or individuaily certain other places to gather first 
hand information with regard to some special subjects, e.g., they 
visited Jalpaiguri to examine the question of financing the tea 
industry; Naogaon (in Bajshahi), to make a critical study of the 
various co-op ex^ative organisations in the Ganja Mahal, especially the 
pool for the hemp drug and the Land Mortgage Bank, the only insti- 
tutions of the kind in the province; Bhagyakul, to examine the condi- 
tion prevailing in the Char area; Jessore, to see the working of some 
old established Loan Offices; Gosava (in Sir Daniel Hamilton's 
xamindaiy in the Sunderhans), where a colony of cultivators has been 
established and all their needs and requii'ements as regards finance, 
supplies, disposal of crops, education and sanitation are being met on 
co-operative principles; and Dacca and Tangail subdivision in the 
Mymensingh district, for gathex'ing information about indigenous 
banl^ers and their methods of wnrk. Advantage was also taken of 
these toiii’S to examine and record the evidence of local gentlemen 
intimately connected with, or particularly interested in, the special 
subjects under enquiry in those localities. 

.7. Difficulties encountered.— The main difficulty that this Com- 
mittee laboured under was the absence of a regular staff of village 
officials, such as patwaris, who are entimsted with the duty of keeping 
the village records collected up to date. This has been particularly 
felt in connexion with the intensive surveys of villages. The Settle- 
ment records were often old and out of date as in Bengal thei-e is no 
establishment for their maintenance. It was, therefore, necessary to 
collect first hand information with regard to the raiyat’s holdings, 
lands, assets, liabilities and indebtedness, family budgets, etc., and this 
very task, which a permanent staff of village officials in daily contact 
with the village life would have been the most suitable and satisfactory 
agency to perform, had to be entnusted to a uiostly untrained and 
unofficial agency which was also unpaid, as the work had to be carried 
out with the utmost economy. Having regard to this disadvantage 
and to the time limit imposed on the Committee, which necessitated 
huiTying* through the work of the intensive survey, it should not be a 
matter of surprise if the enquiry has suffered somewhat in precision and 
thoroughness. 

. 8. Another difficulty which this Committee had to encounter was 
the paucity of information with regard to indigenous banks and 
bankers. In Bengal such bankers ai*e mostly non-Bengalees, who have 
been chary of giving much assistance in this respect to the Committee. 
The Bengali indigenous bankers, such as there are, are generally men 
of small education who fight shy of Committees and Commissions and 
are not at all disposed to express their views on any question even 
when asked. Strictly speaking ixo widtten replies to the Committee's 
questionnaire were received from them, and some of us had ultimately 
to interview a few of them individually and reduce to writing the' 
answers that conid be elicited from them. 

9. Some of the loan offices, affiliated to a recent organisation undex’' 
the naine of the Bengal Bankers' Federation, resolved not to render 
any assistance to our Committee on the ground that Government did 
xxot think it fit to take in a representative of theirs on the Committee 
and they did some propaganda to have the Committee boycotted. As 
the Bankers* Federation comprises only 66 to 60 loan offices out of a 
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total of 782 in ike province, their action only precluded the presenting 
of their own case before ns. A good many of the loan offices furnished 
information wanted from them, and even in respect of those which 
kept aloof, the Committee c-onld obtain the required statistics from other 
sources except in the case of some very new ones. 

10. One of the difficulties that has all along beset the Oomniittee’s 
labours was perhaps inevitable from its very nature. The subject under 
our enquiry is too technical to appeal to popular imagination. It 
requires serious thinking, careful study and practical experience. As 
such, it was hardly to be expected that the general public, or for the 
matter of that, even the educated portion of it, would show much 
enthusiasm in coining forward to avssist ns with carefully prepared 
replies and well thought-out suggestions with regard to our various 
problems. Again, while it is no doubt true that credit and finance 
concern everyone tally , it is also equally true that human nature 
being what it is, no one— not even the neediest borrower — can welcome 
fhe idea of an outsider, however well-meaning he may be, trying to 
probe too deeply into his financial position, his family budget and 
his earnings. This has often made it difficult for us to obtain reliable 
information on several important points — particularly agricultural 
indebtedness. 
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CHAPTER II. 

Economic Features of Bengal. 

11. Physical features.— The Presidency of Bengal as at present 
constituted is roughly shaped as a triangle wedged in between the two 
proyinces which have been carved out of it, Aswsam in the east and 
Bihar and Orissa in the west. Its vertex penetrates well into the Hima- 
layas and lies at the foot of the mountain State of Sikkim, while its base 
is washed by the waters of the Bay of Bengal. It comprises the delta 
of the great rivers, the Ganges and the Brahmaputra, and the valleys 
of the affluents that emerge into the delta. The province is naturally 
divided into four distinct areas, with peculiar characteristics, w^hich 
are thus described in the Imperial Gazetteer : 

‘‘West Bengal, or the part west of the Bhagirathi, lies outside the 
true delta. The eastern portion of this tract is low and of alluvial 
formation; but farther west, laterite begins to predominate, and the 
surface rises and becomes more and more undulating and rocky, until 
at last it merges in the uplands of Chota Nagpur. Central Bengal, or 
the part lying south of the Padma between the Bhagirathi on the 
west and the Madhuinati on the east, was formerly the Ganges delta; 
but it has gradually been raised above flood-level, and the great rivers 
which formerly flowed through it, depositing their fertilising silt, 
yielding an ample supply of wholesome drinking water and draining 
it, have shrunk to insignificance.' Their mouths have silted up and 
their banks are often higher than the surrounding country, which they 
are no longer able to drain. East Bengal, or the country east of the 
present course of the Brahmaputra and the Madhumati, includes the 
present delta of the Ganges and Brahmaputra, where the process of 
land-formation is still going* on; but in the south-east the hill range 
that divides Assam from Burma projects into it, while on the confines 
of Dacca and Mymensingli, the Madhupur Jungle, a tract of quasi- 
laterite, rises above the recent alluvium. North Bengal lies north 
of the Padma and is wholly alluvial, with the exception of the greater 
part of the district of Darjeeling and an elevated tract known as the 
Earind similar to the Madhupur Jungle, which occupies a considerable 
area on the confines of Dinajpur, Malda, Rajshahi and Bogra. In 
spite of its proximity to the hills, the general level of the alluvial 
country is very^ low', especially in Rangpur, and the central paid of 
Eajshahi; and it suffers from obstructed drainage, due to the silting 
up of the rivers and the gradual raising of their beds.’" 

12. Population. — ^With the exception of the mountains in the 
northern district of Darjeeling and the hills in the south-eastern districts 
of Chittagong and Cliittagong Hill Tracts, the province consists of ii 
wide flat alluvial plain raised only a few feet above the mean sea 
level and intersected by innumerable waterw'ays. There are no forests 
except in the hills mentioned above and in the swamps bordering the 
head of the Bay, The plains grow every kind of tree, vegetable and 
rrop that is to be found in the tropical and the lower parts of the 
temperate regions. This wealth of the vegetable kingdom supports a 
vast multitude of population. The Imperial Gazetteer of 1908 



described the Presidency as the largest and most populous province 
in the Indian Empire. The subsequent reduction of area has made 
it the smallest of all the provinces except Assam, though still the 
most populous. Its 76,834 square miles contain a population of 
46,695,538, of whom 43,509,235 reside in the imral areas. The density 
of population is 606 per square mile and in rural areas 582, being 
greater than the density of any other province in India. The density 
is greatest in the fertile tracts of eastern and northern Bengal, 1,148 
in Dacca, 1,072 in Tippera and 828 in Pabna ; while in the central 
and western Bengal it greatly diminishes being as low as 389 in 
Bankura. 

13. Villages and houses. — Bengal is primarily an agTicultural 

country and the bulk of its population numbering 36,204,994 depend on 
agrieultiii*e for their livelihood. Of these, 9,020,472 have heen classified 
as ordinary cultivators and 20,825,393 as their dependants. They all 
live in the rural areas. In Bengal there are hardly any village sites 
with congregation of houses as in upper India. Except in some parts 
in western Bengal, the homesteads of the villagers are scattered in 
the midst of their orchards and farms or huddled together in long 
strips of land higher than the surroundiiigr country or on small 
mounds raisea in the midst of swamps. There are few masonry 
structures in these villages and they are occupied by the middle class 
people, hardly ever by an agriculturist. The peasants live in cvtcha 
houses erected on mud plinths. In parts of western, central and 
northern Bengal, where the soil is comparatively stiff, the walls are 
made of earth; but in other parts, of bamboo mattings, reeds and 
similar light materials. 'They are roofed with thatches of grass or 
rice-straw and, in more prosperous houses, corrugated iron sheets. The 
furniture that the peasant possesses in his house is very scanty and 
usually consists of one or two platform beds constructed of timber or 
bamboo, a wooden chest and a stool or two. The utensils are generally 
made of earthenware and, in richer families, brass, china or enamelled 
iron. ■, ■■■ . . ■ ' 

14. General conditions of agriculture. — The soil is fertile and in 
many tracts bears two and in some three crops in a year, often without 
any manure. In some of the districts of central and western Bengal 
there are man^^ fields which are periodically left fallow to recuperate. 
The red laterite soil is not so fertile as the white alluvial loam, though 
it bears a good rice crop every year. There is some irrig\^tion in imrts 
of western and central Bengal both from tanks or natural streams and 
also from irrigation canals constructed by Government. The total 
irrigated area is 1,413,700 acres, of which 101,318 acres only are 
irrigated by canals constructed by Government. Many areas in central, 
eastern and northern Bengal are annually inundated by the flood of the 
rivers and their fertility renewed by the deposit of silt. Ordinarily no 
manure is used, but droppings of cattle and the silt from the hottoin of 
ponds and stagnant pools are sometimes employed when available. 
There is, however, a general practice of using leguminous crops in ; 
alternation with paddy, generally in the^ same year, when the soil is 
enriched by the nitrogen-bearing nodules in the roots. 

The fei'tility of the agricultural land is deteriorating steadily on 
account of the absence of manure. The yield of the different crops 
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lias become less and less during tlie last five quinqueiiniums as will 
be seen from the following table — 


Average yield in lbs. per acre. 


Quinquennium ending 

Winter 

rice. 

- 1 

Wheat. 

Gram, y ■ 

...Rape :and ^ 
mustard. 

1906-07 .. .. 

1,234 

801 

881 


1911-12' 

983 

861 


492 

1916-17 

1,036 

698 

■.■867:,: 


1921-22 .. .. 

1,029 

688 

826 

:.::::485 ■:'■-■ 

1926-27 

1,022 

721 

8II 



There was widespread failure of the winter rice crop in the quinquennium 
ending in 191142. 

15. RainfalL — Agriculture in Bengal is mainly dependent on 
rainfall. There has seldom been any complete failure of crop on account 
of drought. Rainfall, which varies from 35 to 50 inches in the year in 
western and central Bengal and 70 to 120 inches in the east and 
north, is generally sufficient for all the needs of agriculture; but in 
some years the rainfall is irregularly distributed, and crops partially 
fail for want of water in proper time or from floods due to unseasonable 
downpours. 

16. Principal crops. — The agricultural produces include cereals 
such as rice, wheat, barley, millet, maize and pulses ; fibre crops like jute 
and hemp; oil-seeds as rape, mustard, linseed and sesamum; potatoes 
and other vegetables; cane and date sugar; tea. and tobacco. The 
principal crops are rice and jute. Out of 32 million tons of rice grown 
in British India in 1928-29, Bengal produced more than 30 per cent. 
(9,684,000 tons), while in the same year out of 97 lakhs of bales of jute, 
Bengal was responsible for more than 86 lakhs. Bengal may thus be 
said to hold practically the world^s monopoly of jute. The tea 
icrop of Bengal was 96 million lbs. out of 403 millions produced in 
the whole of British India. This province grows nioi'e tobacco than 
any other in India except Madras and Bombay, the outturn being 
122,000 tons out of a total of 599,000 tons grown in the whole of 
British India. The principal food crop grown by the people is rice, 
and only what is left over after meeting the needs of the people is 
offered for export. Much of the finer varieties grown is, however, 
shipped abroad and replaced^by coarser qualities imported from Burma. 
Jute is the principal crop on which the Bengal agriculturist depends 
for his income, and the fluctuation in its price very materially affects 
his financial status. Pulses, vegetables, oil-seeds, sugarcane and 
tobacco are also grown principally for sale and their prices, though not 
so widely fluctuating as that of jute, react on the financial condition 
of the growers. 

, 17. System of land tenures.— Land Revenue is permanently assessed 
for the greater, part of the province. There are a few* temporarily setl-led 



estates of which the reyenue is liable to be reassessed periodically and 
there are some Go vernineiit estates which are settled directly with 
the agriculturists. There are hardly any peasant proprietors, and in 
the Government estates only does the peasant hohi his land directly 
under the State. The proportion of actual cultivators holding land 
directly under the proprietor of an estate is also srn?».ll, for there are 
innumerable intermediate tenures between the propidetor and the cul- 
tivator in almost every estate. These tenure-holders are generally of 
the middle class, though a small proportion consists of agriculturists 
also. In one estate in Bakai*ganj there are as many as thirty such 
intermediate tenures one under another. It is a common ciustom that 
when the owner of a tenure or holding is unable personally to cultivate 
the whole or any part of it, he gets it cultivated by an agriculturist 
called hargadar, hliagidar or adhiar and shares the produce equally 
with him. In western Bengal, specially in Midnapur, rent, called sanja, 
is often paid in a fixed quantity of paddy, irrespective of the amount 
produced in any particular year. 

18. Bent. — ^Rent, in Bangui, is not competitive but customary and 
follows the prevailing rate of the locality irrespective of the demand 
for land. The rate varies for -ordinary rice-bearing land from Re. 1 
to Rs. 10 per acre in different parts of the province. It is compara- 
tively lower for the same class of land in eastern and northern Bengal 
than in western and central, although the former is more productive. 
The gross rental of Bengal on the 31st March 1928 was Rs. 15,19,27,364 
and the gross area of agricultural holdings as found in the following 
paragraph being 31,502,508 acres, the average incidence of rent per 
acre is Rs. 4. 13 as. 

19. Agricultural holdings.— The holding's are almost all of very 
small size. Ihe table below gives the average area of holdings in 
those districts and tracts in the province where a record-of-rights has 
been prepared by Settlement Officers: — 



Acres. 

Midnapur 

.. 1-29 

When rent is paid in cash. 


1*16 

When produce rent is paid. 

Bankura 

.. 1-69 

When rent is paid in cash. 


1-63 

Ditto, 

Khulna 

.. 2-44 

Of a tenure. 


2*82 

Of a raiyati holding. 

Jessore 

.. 1*78 

Ditto. 

Dacca 

.. 1*52 

Ditto, 

Mymensingh 

.. 2*79 

When rent is paid in cash. 


•86 

When produce rent is paid. 

Raridpiir 

1*39 

Of a raiyati holding. 

Bakarganj 

.. 2 

Of a tenure. 


2*51 

Of a raiyati holding. 


2*54 

When rent is paid in cash. 


1*48 

When produce rent is paid. 

Chittagong 

•98 

Of a tenure. 


•61 

Of a raiyati holding. 

- - 

1*26 

For occupancy raiyati holdings. 
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Acres, 


Tippera 

. . 2-03 

When cash rent is paid. 


■86 

When produce rent is paid. 

Noakhali 

.. 2-46 

When rent is paid in cash. 


•99 

When produce rent is paid. 

Rajshahi 

.. 2-26 

When rent is paid in cash. 


•98 

When produce rent is paid. 

Pabna 

.. 1-09 


Bogra 

.. 2 ‘05 


Burdwaii 

.. 1-44 


Murshidabad 

. . 1-27 


Birbhum 

.. 1-43 


24-Parganas 

.. 1-80 



The Settlement Officers arrived at these figures by dividing the 
total area in possession of ra,iyats of the district by the number of 
khatians. But for the same holding there is often more than one 
khatian. This has been recognised by Mr. Mumin in his Settlement 
Eeport of Jessore and he has in consequence increased the figure 1^78 
acres arrived at by the above method to 2 acres. This method of cal- 
culation is therefore obviously erroneous. The average area per agri- 
cultural worker for the whole province was estiinated at 2*215 acres 
in Mr. Thompson’s Census Report of 1921. The Census Superinten- 
dent obtained his estimate by dividing the acreage under cultivation 
by the number of workers in agTiciilture, comprising ordinary cul- 
tivators., farm servants, field labourers and growers of special products. 
His estimate was not that of an agricultural tenant’s holding hut the 
average area which a single agricultural worker or labourer has 
to cultivate. An agricultural holding consists not only of the area 
cropped, but also of the current fallow and a good deal of the culturable 
waste other than fallow. We have for the purposes of our estimate 
assumed that a moiety of the culturable waste other than fallow is 
still in the khas possession of the landlord, and the remainder let out 
to holders of agricultural tenancies who have not yet been able to 
bring it under cultivation. We have also excluded the area under 
tea as it is not included in the holding of an agriculturist. On this 
basis the total area of the agricultural holdings will be as follows: — 

Acres. 

Net area actually sown in 1928-29 . . 23,826,700 

Current fallow .. . . . . 4,708,189 

Half of the culturable waste other than the 
fallow .. .. .. 2,967,619 


Total .. 31,502,508 

area under tea .. 193,600 


Net total area of holdings 


. . 31,308,908 
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There is no direct method by which we can ascertain the number of 
holdings. We have assumed that each agriculturist family owns a 
holding. Some may own more than one holding and others maj be 
the owners of parts of a holding only, but we do not think we shall 
be very far out if for calculating the number of holdings we take it 
to he equal to the number of agriculturist families. Now, a family' 
consists of persons living in one house. In rural areas 43,509,23& 
persons reside in 8,461,335 houses, or 5 T5 persons in one house. The 
people living in a house in an agricultural holding are the ordinary' 
cultivators, market gardeners, and the farm servants (actual workers’ 
together wit!i their dependants) as also the persons shown in the 
census report as partially agriculturists and their dependants. These 
partial agriculturists are cultivators of their own land, and must 
therefore be owners of holding^s. The total number of persons living 
in houses on agricultural holdings is thus calculated below: — 


Ordinary cultivators and their dependants 
Market gardeners and their dependants 
Farm servants and their dependants 
Partial agriculturists, actual workers 


29,845,865 

94,032 

18,926 

290,918 


Their dependants taking 1 *85 dependants to 
one doLual worker (the proportion for the 
whole population) .. .. .. 538,198 


Total number of persons living in houses in 

agricultural holdings .. .. 30,787,939 


If this figure is divided by 5 T5, the average number of persons living 
in a house in rural areas, we get 5,978,240 houses, or say 6,000,u00' 
in round figuies, and we take this as the number of agricultural hold- 
ings. Dividing the total area of agricultural holdings b^' this figure,, 
we get 5 *21 acres as the average area of a holding. We estimate that 
this is the conect area of an agricultural holding in Bengal. 

20. Plots., — The agriculturist’s holding is divided into a number of 
fields or plots. There are no hedges surrounding these plots but only 
low mud embankments six to eighteen inches high called ails which, 
also serve as passages through the fields. The plots belonging to any 
one holding are not necessarily contiguous but are often separated from 
each other, sometimes by considerable distance. This has been caused 
by repeated pai4itions in consequence of the prevailing laws of inheri- 
tance and by frequent changes of ownership by sale. The average area 
of a plot is also small, being about a quarter of an acre. They have* 
to be small in order to be able to conserve the rain water for the* 
cultivation of paddy. The small areas and the fragmentary nature of 
the plots in the holdings have very adversely affected the credit of the 
agricultural owners. Such small and isolated plots are of little use to* 
any but a local resident, and hence a cultivator hardly ever gets a 
loan from anybody unless living in the neighbourhood. 



2L Nature ef the raiyate* interest in the holding. — There are 
ordinarily three kinds of interest which an actual cnltiyator of the 
'Soil possesses in the land which he tills. There are many holdings 
held at a fixed rent or rate of reiit which are freely heritable and 
transferable and these are valued high. The rent is also low as the 
tenant has usually to pay a premium before a settlement at a fixed 
rate is made. The bulk of the ordinary cultivators bold their laud 
as ' ^settled’ ^ raiyats whose holdingvS (called occupancy holdings) are 
also heritable and transferable. These two classes of tenants cannot 
be evicted except by a process of law and only in consequence of default 
in payment of rent, but while in the former case the rent cannot be 
'enhanced, in the latter it is liable to be enhanced by contract after 
periods of not less than fifteen years and at a rate not exceeding 124 
per cent. Tlie rent of occupancy holdings caji however be enhanced 
by suit to a larger extent for certain specified reasons. The tliirrl 
class consists of the under-raiyats who hold under either of the two 
previously mentioned classes of raiyats for a fixed period or at the will 
of the landlord. Such rights are not ordinarily saleable,^ but when 
permitted to be sold, fetch much less than the holding of a settled 
■'raiyat.-, 

22. Value of land in agricultural holdings, — The value of raiyati 
land depends primarily on the nature of interest of the tenant as 
described above and on its productiveness and situation. The nature 
of the soil, the prevailing rainfall or available means of irrigation 
and the variety of crop usually grown on the land determine its pro- 
ductiveness. The element of situation is governed by factors such as 
accessibility to the market, the volume of labour available and the rate 
of wages prevalent in the locality. For these reasons lands of a similar 
nature are valued at widely different rates in different parts of the 
province. In the sterile tracts of central and western Bengal land 
sells at so low' rate as Es. 15 an acre 'while in the prolific tracts^ of 
eastern and northern Bengal the pri(;e soars up to Es. 1,500 and even to 
Es. 2,000 per acre. The average prices of ordinary land bearing 
winter rice have been found at our intensive enquiry to be Es. 328 in 
Birbhum, Es. 98 in ISTadia, Es. 369 in Bogra, Es. 314 in Mymensingh 
and Es. 1,008 in Chandpur. We estimate , the average value of an 
acre of agricultural land in the province to be Es. 300. 

23. Cost of crop produlDtion. — An attempt w^as made during the 
intensive enquiry to estimate the cost of production of the different crops 
nsually sown in Bengal in the 111 villages under enqxiiry, but the 
result obtained xvas disappointing. The cultivators never keep accounts 
and they are apt to exaggerate the cost largely in order to show reduced 
profits of cultivation; and in some causes, the costs have been shown 
as much greater than the liarvest value of the produce. Such figuires 
are impossible to credit, for in these circumstances no cultivator wmild 
have wasted labour in growing the crop. Within the short time at 
our disposal w'e could not arrange to have these figures tested and 
corrected. We have, however, obtained from the Director of Agri- 
culture figures based on the actual cost incurred in cultivation of 
these crops in the Government demonstration farms situated in different 
parts of the province. These data are reproduced in Appendix A to 
this chapter (page 33). 

24. Profits of ciiltivation.1 — The following table shows the average 
profits of cultivation per acre of the six principal crops grown in 
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Bengal. The cost of cultivation is taken from the figures supplied 
hy the Bireetor of Agriculture and the yield from the standard or 
normal yields as shown in Table 3 of the Estimates of Area and Yield 
of Principal Crops in India, 1928-29. The average yield of tobacco 
has been taken from the Quinquennial Report on the Crop Cutting 
Experiments in Bengal from 1922-23 to 1926-27 as no later figures 
could be obtained. The harvest prices for 1928-29 are not yet pub- 
lished, but we have obtained tbe figures given below from the office 
of the Director of Statistics:— ' ' 


Name of crop. 

Average 
cost of 
crop pro- 
duction. 

Normal 
yield per 
acre in 

Harvest 
price per 
maund 
in 1928-29. 

Value 
of pro- 
duce per 
acre. 

Profit. 


Es. 

lbs. 

Mds. 

Rs. A. 

Rs. A. 

Rs. . 

Rice (cleaned) . . 

■ 47 

[■' 

1,022 

12 4 

6 10 

82 2 , 

37 

Other food crops 
(wheat) . . 

33 

721 

9 

6 0 

54 0 

21 

Jute 

92 

1,331 

16-2 

9 0 

145 12 

54 

Oil seeds (rape and 
mustard) 

33 

483 

5 *8 

• 8 12 

50 12 

18 

Cane sugar (gur) 

276 

3,054 

37*2 

8 9“ 

318 8 

42 

Tobacco 

168 

1,007 

12-2 

20 0 

244 0 

76 


The average cost of crop production is based on the assumption that 
the cultivator has hired and i)aid for all the labour, human and cattle, 
employed in tbe production of the crop. It should also be borne in 
mind that the ordinary peasant does not expend as much labour and 
manxire on his field as is done in the demonstration farms. The profits 
shown are therefore those which a gentleman farmer, who hires all 
labour, human and cattle, and uses methods employed in Government 
farms, can expect to make in an average year. 

25. Value of crops {produced. — In 1928-29, the cropped area of the 
province was 23,826,700 acres of which 4,876,000 acres were cropped 
twice. The following table shows the value of the crops produced. 
The acreage under diferent crops and their yield are taken from the 
Estimates of Area and Yield of the Principal Crops in India in 1928-29 
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and the harvest prices from the information collected from the office 
cf the Director of Statistics: — 


Crop. 

Area 
cropped 
in acres. 

Total 
yield in 
maunds. 

Harvest 
price per 
maund. 

produce. 




Rs. 

A. 


Bice . . 

21,403,000 

271,152,000 

6 10 

179,63,82,000 

Wheat 

123,000 

896,000 

6 

0 

53,76,000 

Barley 

82,000 

728,000 

9 

9 

25,93,500 

Jowar 

4,000 

28,000 

3 

0 

84,000 

Bajra 

2,000 

28,000 

3 

0 

84,000 

Maize 

94,000 

868,000 

3 

0 

26.04,000 

Gram^^^ ^ ^ 

143,000 

1,176,000 

5 

8 

64,68,000 

Sugarcane 

196,000 

6,088,000 

8 

9 

5,17,86,000 

Cotton 

79,000 

90,000 

33 

0 

29,70,000 

Jute 

2,917,000 

43,300,000 

9 

0 

38,97,00,000 

Linseed 

132,000 

532,000 

8 

0 

42,56,000 

Rape and mustard 






seed 

700,000 

3,444,000 

8 

12 

3,01,35.000 

Sesamum 

153,000 

644,000 

9 

0 

57,96,000 

Tobacco 

291,000 

3,416,000 

20 

0 

6,83,20,000 

Other crops 

2,383,700 

at say Rs. 

30 per acre. 

7,15,11,000 

Total 

28,702,700 


. . 

243,80,65,500 


26. Subsidiary occupations of agriculturists. — ^Almost all 
agriciiltiirivsts have other sources of income besides the produce of their 
fields. Some cultivators derive additional income by the sale of 
cocoanuts, betelniits, and other fruits, from sale of surplus cattle bred 
in the farms, and from assisting other cultivators during harvest. 
During the rice harvest large bodies of cultivators and field labourers 
flow into the great rice districts of Bakarganj and Chittagong and into 
Burma. Sericulture and cultivation of lac are the principal subsidiary 
occupations in Malda, Eajshahi, Birbhum and Murshidabad. Poultry 
farming and sale of eggs and fowls are common in all farms owned by 
Muhammadans in every district, but are carried on on a large scale in 
Noakhali and Chittagong. The milk aiid vegetables produced in an 
agricultural farm are ordinarily consumed at home, but the surplus is 
often sold if there is a conv^enient bazar in the neighbourhood. Among 
domestic animals goats are commonly reared and sheep to a smaller 
extent for the market. Some of the lowest castes also breed pigs for the 
same purpose. Pishing is indulged in as pastime and to fill the larder, 
but sometimes a cultivator who owns a tank where fish can be reared, sells 
its finny contents periodically to professional fishermen. In the low- 
lying tracts of eastern and northern Bengal where every cultivator 
owns his own boat, he often works as a boatman for hire m the slack 
season. In the same way bullock carts are sometimes hired out by 
cultivators. 
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27. Standard of living. — Tke^ standard living of the Bengal 
peasants has been steadil}^ on the rise. Within the last two generations 
a remarkable advance has been made* They now wear more numerous 
and more expensive articles of attire than their grandparents did half 
a century ago. Attention is now directed to sanitation, education 
of children and medical treatment, on which more money is being 
spent every year. Luxuries have increased to a large extent by their 
introduction into villages by the improved means of communication. 
Cigarettes have to a large extent replaced the cheap indigenous tobacco 
which used to be smoked before* It cannot he said however that the 
peasants now- eat much better, for the same improvements in the means 
of transport have caused the good things produced in the villages to 
be forwarded to the more prosperous localities such as cities for sale. 
An attempt was made to ascertain the annual income and exj)enses of 
the villagers during the intensive enquiry, but the results have not 
been wholly satisfactory. 'No general conclusion applicable to the 
whole province can he drawn from these isolated instances. We can, 
however, obtain a reliable estimate of the income of an agricultural 
family that is derived from agriculture alone, by dividing the total 
value of the crops produced (Es. 2,438 millions) by the number of such 
families (6 millions). This gives Es. 406 per family or Es. 79 per head 
of population. To this we have added Es. 44 as the average annual 
income of a family from subsidiary occupations. Our estimate of the 
income of an agilcultural family thus comes to Es. 450 a year. In 
Chapter V we have estimated the expenditure of such a family to be 
Es. 420 a year. This gives a small margin or surplus of Es. 30 per 
family or Es. 6 per head. Thus, in the estimation of the Committee 
there is very little room for improvement in the standard of living 
unless means are devised to improve the productiveness of the soil and 
to bring to the producer a greater share of the value of the crops than 
the harvest price that he now commands. 

28. Tea- — One of the most valuable crops in Bengal is tea, but it 
has not been taken into consideration in the discussions of the crops 
in the preceding paragraphs, as the ordinary cultivator is not employed 
in producing it. In 1928, there were 388 tea gardens in Bengal, 
including the State of Tripura, containing 201,096 acres under tea. 
The quantity of tea manufactured was 96 millions lbs. valued at over 
6 crores of rupees. Most of the gardens are owned by joint stock com- 
panies, and only a few by individual proprietors. In every garden 
the labour is almost entirely recruited from outside Bengal, and the 
few local recruits are either non-Bengali labourers who had settled 
in the locality br their children. At one time the gardens were the 
property of Europeans only, hut in recent years Bengali enterprise 
has made a considerable headway and a good many gardens in Darjeeling, 
Terai, Duars as -well as Chittagong are now in their hands. 

29. Urbaiii areais. — Calcutta*— T!lie last Census Eeport has included 
135 localities among the urban areas, but most of these are in reality 
urban only in name. There is only on© great city in Bengal, namely 
the Presidency town, Calcutta, which for more than 150 years has been 
the capital of the Indian Empire, and even now is the second city in 
the British Empire. With its adjoining suburbs, some of which are 
administered as independent municipalities, it forms a densely packed 
continuous city on both banks of the river Hooghly from Garden Eeaeh 
and Sibpur on the south to Kanchrapara and Bandel on the north. 
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The population of the Calcutta Municipality, including those of the 
adjoining municipalities of Tollygunge and Howrah was 1,327,547 in 
1921. It is the centre of all trade and commerce of the province, and 
the head offices of all the important banks and business houses are 
situated here. It is the headquarters terminus of three of the greatest 
of Indian railway systems, the East Indian, the Bengal Nagpur and 
the Eastern Bengal. Its port situated on the river Hooghly, 80 miles 
from the sea, is one of the greatest river ports of the world, and deals 
with an enormous volume of shipping. Being the gate of eastern 
India, all the maritime trade of the adjoining inland provinces as 
well as of Bengal passes through it. The total value of the imports 
and exports in 1927-28 exceeded 222 crores of rupees, and including 
coasting trade, 254 crores. Being the seat of the G-overnment of Bengal 
as well as the centre of trade and commerce, arts and manufactures, 
culture and education, it attracts a large volume of population, not 
only from the interior of the province, but from all other provinces 
in the Empire ; and this has given the city a cosmopolitan character. 
The jute mills, which attract a very large number of operatives are 
situated in or in the immediate proximity to the city. In this greater 
Calcutta are to be found most of other big industries of the province. 
Every kind of small industry is well represented in the city proper. 
The foreign trade is almovst entirelj^ in the hands of European houses, 
though a few of the great Indian hrms take a small part in it. The 
greater part of the inland trade is in the hajiids of non-Bengalis, 
chiefly Maiwaris. Thus, besides the Bengal Chamber of Commerce 
with European constituents, there are the Bengal National Chambei' 
of Commerce, composed chiefly of Bengalis; the Marwari Chamber 
of Commerce with only Marwari members; and the Indian Chamber 
of Commerce whose members are piuneipally men from outside Bengal. 
Muhammadans take only a very insignificant part in commerce, being 
represented by a few men from the western Presidency. The entire 
retail trade used to be in the hands of the Bengalis, Hindus as well as 
Muhammadans at one time, but the Marwaris and other people from 
outside have now ousted them to some extent. Indigenous banking, 
in the sense used in this report, that is to say, consisting of taking 
deposits and dealing in hundis, is almost entirely in the hands of the 
non-Bengalis, chiefly Marwaris. The money-lenders are principally 
Bengalis, but there are also a good many Marwaris and Pathans 
(Kabulis) among them. 

30. Chittagong , — There is a second port in the province at Chitta- 
gong, which is now a major port. It is also a river port though only ten 
miles from the sea. Its activities are limited to the import of salt and 
some other commodities from Europe and the export of jute from 
eastern Bengal, cotton from the eastern hills and tea from Assam. 
There is a consideralde amount of distributive trade chiefly owned by 
European houses combined in a local Chamber of Commerce. There 
is also a great deal of activity in inland trade. The Imperial Bank and 
the National Bank of India have branches in Chittagong, and there 
are some indigenous bankers, chiefly non-Bengalis. There are four 
cotton ginning mills, three of wdiich are worked by Bengalis. It is the 
headquarters terminus of the Assam Bengal Eailway. Its nopulatiou 
in 1921 was 36,030. 

31. Dacca— The only other town which is of any commercial im- 
portance at all is Dacca. It was an old capital of Bengal in the da 3 ^.s 
of the Moghul Empire and was the capital of the short-lived province of 



Eastern Bengal and Assam from 1905 to 1912. On account of its^ 
salubrious climate, and being the seat of a well-equipped, residential 
University?', it has attracted many residents from the upper middle 
classes as well as the commercial classes. Its population was 119,450 in 
1921. It is situated in the centre of the rich jute gTowing areas of 
eastern Bengal. Its river port, ISTarayanganj, is the principal centre oJf 
the jute trade. There is a considerable volume of inland trade, financed 
by the branches of the Imperial Bank at Dacca and Narayanganj and 
indigenous bankers, who are all Bengalis. The Marwaris and other 
non-Bengalis have not been able to capture any of the banking business^ 
ill this city. Many of the great money-lending houses among the 
Bengalis are residents of this city or its neighbourhood. There is a 
Chamber of Commerce, composed chiefly of the European jute merchants- 
at N'arayangani. There used to he a considerable volume of export of 
hides, but this business has much declined in recent years. A tannery 
wmich was established in the days of the swadeshi boom is reported to* 
have ceased operation. The manufacture of the once world-famous 
Dacca muslin is almost extinct, but there is a considerable production 
of hand-woven fine dhuties and saris. A cotton mill on modern lines 
has recently been established. There are many other important small 
industries, among whicli tliat of the making of conch-shell bangles may 
be mentioned. The mannfacture of a fine variety of indigenous washing^ 
soap is carried on in many houses as well as small factories. A soap- 
factory on modern lines started during the swadeshi days was however 
not successful. 

32. Economic aspects of the caste system. — The majority of the 
population in Bengal, 25 millions out of 47 millions, are Muhammadans- 
w'-ho are not fettered by rules of caste. Among the Hindus, the caste 
system is not so rigorous as in some other parts of India. With the 
spread of education among all castes there now is very little restriction 
in the way of any individual adopting any trade or profession. The 
higher castes aniopg the Bengalis do not suffer any social ostracism 
for doing menial work. The hhadraloJc or educated middle classes rire 
still averse to manual labour and working in the fields; this is not on 
account of any caste prohibition, but for want of appreciation of the 
dignity of labour. Commerce, trade and banking are now distributed 
among' all the castes. Many of the aiHsan castes are still wedded to 
their ancestral craft; hut some of tlie younger generation on receiving- 
general education are gradually abandoning it in favour of more 
genteel and less laborious occupations. The same process is alsO' 
working among the agriculturists, both Hindus and Muhammadans, 
many of whose sons, on leaving school, are seeking clerical and' 
professional occupations. This is much to be deprecated, for the- 
improvements in arts and crafts, as well as agriculture, and thV 
introduction of modern methods mnst, to a large extent, depend on- 
the exertions of educated men of these classes. Perhaps they themselves- 
are not so much to blame as the system of education imparted in our 
schools. There are few technical or industrial schools, and the 
general education given in our primary schools does not include the 
principles of agriculture or craftmanship. We were much impressed' 
by the system prevailing in Sir Daniel Hamilton's estate in the Sunder-- 
bans, where every primary school teacher, himself a trained agricul-- 
turist and weaver, is given every facility and encouragement to teach 
these arts to his pupils. 
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33. Economic effects of social and religions cnstcms* — Marriage is 
almost universal, that is to say, almost every grown-up man or woman 
in every station of life is or has been married. Many of these 
marriages take place, during adolescence, and the result is the appear- 
ance of children early in the life of the father, not infrequently before 
he is able to earn enough to maintain himself and his family. The 
consequence is financial embarrassment which often purvsues him 
thro'ughout his life. The custom of dividing the property of a deceased 
owner, between his sons, among Hindus, and between all his wives and 
children and some other relatives among Muhammadans, serves not only 
to distribute the wealth, but also to reduce the size of the holdings, mak- 
ing credit difiicuilt. The expenses of social ceremonies, such as weddings 
and funerals, among the middle classes are disproportionately high and 
are the cause of many and heavy debts. In spite of earnest endeavours 
by social reformers, this extravagance on social ceremonies is not 
decreasing. This evil though it exists among agriculturists is not so 
prominent. Eeiigious ceremonies, however, do not ordinarily cost a 
man more than he can afford. 

34. Sanctity of debt. — In Bengal, as in most other parts of India, 
there exists a very strong feeling among all castes, creeds and classes, 
of the sanctity of debt. A borrower, whether Hindu or Muhammadan, 
has an inherent repugnance towards repudiation of a debt incurred by 
him. This feeling may have had its origin in the religious precepts 
of the respective creeds, or in the social customs prevailing among* the 
people, but it undoubtedly exists, and to its existence must be attribut- 
ed the fact that so many of the debts are verbal or recorded in a very 
informal manner and seldom attested by wdtnesses. In Chapter XIII 
of the report we have described how the depositor has no hesitation 
in -entrusting his hard earned, savings to the indigenous banker 
without obtaining any receipt at all, and also how the indigenous 

, banker unhesitatingly issues loans on informal instruments of credit 
such as pvrjas, hatchitm or khatapetas. The rapid and unimpeded 
growth of co-operative societies among such an illiterate population is 
undoubtedly due to the prevalence of this sentiment. A borrower 
.seldom tries to evade repayment of the debt, and will always pay if 
he cau . For this reason, the village money-lender has so seldom to sue 
his client. There is also a very strong sentiment among all Bengalees, 
that a debt Incurred in this world, continues to weigh on him in the 
next; and it is universally considered a sacred duty of a pious son to 
redeem his father's debt, whether he inherits any property of his father 
or not, and even w^hen the debt is irrecoverable by the law of limitation 
or otherwise. A notable example of this was the late Mr, 0. E. Das, 
the founder of the Swarajist Party in modern politics. He inherited 
little beyond the debts of his father and being unable to repay them in 
the early years of his practice he had to take recourse to insolvency. 
After his discharge, when he had earned a sufficient amount he called 
all his father's creditors and repaid them in full with interest up to 
the date of payment. Such instances are not very rare in this country. 
The experience of all civil court Judges is that in suits for the recovery 
of debts, the debts are seldom denied. There are no doubt instances 
to the contrary, but we are of opinion that they are rare. The 
prevalence of this sentiment is a very important factor in the banking 
system of the country. 



APPENDIX A. 

A note m the cost of production of different crops in Bengal^ by the 
Director of Agriculture^ BengaL 

The amount of labour required for tbe production of yarious crops 
is given in “men-days^' and ‘‘bullock-days’^ in five divisions of the 
Presidency. The wages of labour in each tract are also appended, 
together with an estimate of the daily value of . the labour of a pair 
of bullocks. Thus, it is possible to estimate the cost of cultivation of 
staple crops in each division hy hired labour at recognised local rates. 
Of course it is kncwn that the great proportion of labour for ordinary 
crops is provided by the cultivator and that only a small proportion 
of labour is liired. Nevertheless, the figures put up offer a basis for 
comparison between diffei*ent parts of the Presidency. 

JutCa — Cost of production per acre . — The labour required to pro- 
duce an acre of jute may be as follows, assuming' an average season 
and good average ability on the part of the cultivator; — 


Men-days. Bullock- 
days. 


Preparation of land 

14 

27 

Weeding 

25 

• • 

Harvesting 

20 

* . 

Extracting, etc. 

23 

2 

Total 

82 

29 


In the jute-growing tracts of the Presidency and IBurdwan, Saj- 
sliahi, and Dacca and Chittagong divisions, the average wages are 
annas 11, annas 11 and annas 12, respectively, and the value of a pair of 
bullocks per day may be assumed at annas 12 or annas 6 per animal. 
On these assumptions the cost of jute production in the respective 
Divisions would be : — 



Presidency, 

Burdwan 

and 

Rajshahi 

Divisions. 

Dacca and 
Chittagong 
Divisions. 


Es. A. 

Rs. A. 

Cost of human labour 

49 8 

54 0 

Bullock power 

21 12 

21 12 

Seed 

3 0 

3 0 

Manure 

H-i 

O 

O 

10 0 

Rent 

6 0 

6 0 

Total 

90 4 

94 12 


3 
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F» forecast pt.rposes, tie aomal yieM of i.te is taken to be 
Wes in Presidency ,.ad - ■> - 


*5 1ial6S ill H-aislialii 

Wes in Presidency and “”“7“ rA5“;rf,':;„“,"nMsio »■' Lnm- 

F4™“S'e“t/l6’i:.U: ?f“iSe“ji»e »st per m.nnd rronid 

be just under Es. 6. 


Atis Paddy. 


Men-days. Bullock 
days. 


Preparation of land 
Weeding 
Reaping 
Carting 


14 

16 

■S 

1 


27 


Total 


39 


31 


Assuming wages of labour and cost of bullocks as for jute we get: 



Presidency, 

Burdwan 

and 

Rajshahi 

Divisions. 

Dacca and 
Chittagong 
Divisions. 


, Rs. 

A. 

Rs. A. 

Human labour 

26 

13 

29 6 

Bullock power 

11 

10 

11 10 

Thresbing at 4 annas per 

maund 4 

0 

■ 4 o;: 

See 

2 

0 

F:;';r:2; 

Rent . . • • 

3 

0 

3 0 

Total 

47 

7 

50 0 
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Average yield about 16 niannds per acre, but ^delds under good 
conditions may be anytbing up to 30 maunds or more per acre. 

Transplanted Aman. 

Per acre. 

Men-days. Bullock- 
days. 


Preparation of land 


.. 14; 

28 

Transplanting 

... 

8 


Weeding 

•• 

2 


Beax^ing, etc. 

■ •• : 

9 

. 2 

Total 


33 

30 


Assuming wages of labour and 

cost as already 

given. 


Presidency, 

Biirdwan 

and 

Bajshahi 

Divisions. 

Dacca and 
Chittagong 
Divisions. 


Bs. A. 

Bs. A. 

Human labour 

22 11 

24 12 

Bullock power 

11 4 

11 4 

Half rent 

2 8 

2 8 

Threshing at annas 4 

4 0 

4 0 

Manure 

5 0 

5 0 

Total 

45 7 

47 8 


Average yield about 16 maunds per acre. 
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Potatoes, Sugarcane and Tobacco {per bighaf. 



Potatoes. 

Sugarcane. 



Men 

Units. 

Bullock 

Units. 

Men 

Units; 

Bullock 

Units. 

Men 

Units. 

Bullock' 

Units* 

Preparation of land 

6 

12 

6 

12 



Trenching and 

planting 




# « 


. » 

Harrowing and 

planting 

3 



• • 

”io 


Transplanting 

.. . ^ 


,* • ' ' 



Steading and 

watering 





3 


Hoeing and weeding 

■ ■ ■ 


7 


. . 


Hoeing, weeding 
■"'and' topping- ^ . 





3 


Earthing and clean- 
ing 

3 




.. 


Threshing 


. . 

3 

... ■ 

. . 


Irrigation 

2 

. . 

. . 

. . 

3| 


Harvesting 

2 

. . 

3 

. . 

• • i 


Harvesting and dry- 
ing 





- '.i 

5 


Crushing 

. . 


8 

8 

. • • 


Boiling 


•• 

8 




Total 

16 

12 

39 

20 

30 

12 



Rs. A. 

Es. A. 

Es. A. 

Labour at annas 11 

11 0 

26 13 

20 10 

Bullock at annas 6 . . 

4 8 

7 8 

4 8 

Cost of seed, cutting 

15 8 

34 5 

, m ;2:V 

and seeding 

50 0 

20 0 

4 0 

Rent 

2 0 

3 0 

2 0 

Cost of manure 

22 8 

35 0 


Total 

90 0 

92 6 

;;.;56:f ■; 

Average yield from 
quinquennial report 

Maunds. 

Maunds. 

Maunds. 

per bigha 

50* 

12 -331 



* Not included in Quinquennial report departmental estimate given. 
This is the forecast average for the Province. 










Witli siieli manuring and treatment the yield would probably be 
20 mannds giir per bigha and very possibly more. 


iV.B, — For sugarcane, potatoes and tobacco the costings per bigha are given, 
other crops the figures are per acre. 

Rabi crops like wheat, barley, linseed or pulses. 


Per acre. 


Men- 

Bullock. 


days. 

days. 

Preparation of land 

12 

24 

Sowing and reaping 

8 


Carting 

.. .■ 1 

2 

Total 

21 

26 

With wages of labour and cost of 

bullocks as before we get:* 


Presidency, 

Burdwan 

Dacca and 


and 

Bajshahi 

Divisions. 

Chittagong 

Divisions. 


Rs. A. 

Rs. A. 

Human labour 

14 7 

15 12 

Bullock power 

.. 9 12 

9 12 

Threshing 

. . 4 0 

4 0 

Seed . . 

2 0 

2 0 

Kent 

2 0 

2 0 

Total 

. 32 3 

33 8 

Tbe average yields for tbe crops 

in question are : — 


Maunds per 



acre. 


Wheat .• 

8f 


Barley * • 

lOf 


Linseed 

5| 



6 



9i 


Lentils (Masur) 

.. lOf 
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CHAPTER III. 

General Description of Existing Credit Agencies. 

Imperial Bank of India, 

35 History.— At the apex of the credit organisation of the Presi- 
dency* stands the Imperial Bank of India, which grew out of the 
amalgamation of the three Presidency Banks of Bengal, Bombay and 
Madras by Act XLVII of 1920. This Act provided also for an agree- 
ment between the Bank and the Secretary of State for India, in terms 
of which it has a deposit aeconnt for the Government, manages the 
Public Debt Office, for which it receives remuneration and does 
also the work of Government treasuries at its branches. ^ The 
agreement is for ten years in the first instance and was signed 
on the 2Ttli January 1921. The history of the Bank carries us back to 
the year 1806, when the first Presidency Bank, the Bank of Bengal, 
was started under the name of the Bank of Calcutta. It received 
its first charter from the East India Company and the name of the 
Bank of Bengal in 1809. The East India Company contributed one- 
fifth of its capital and appointed three out of the nine directors. It 
was granted the power of issuing bank notes, which, however, were 
not made legal tender. They were first accepted by the Government 
Only in Calcutta and later on in the Lower Provinces. In 1839, the 
Government resolved to grant the Bank the power of opening branches 
and of dealing in exchange. But the Bank authorities themselves 
added the significant expression, ^^payable in India’' after the words, 
“buying and selling bills of exchange,” thus excluding foreign 
exchange business, a restriction which lasts even to-day. The other 
two Presidency Banks, the Bank of Bombay and the Bank of Madras, 
were started in 1840 and 1843, respectively, with charters similar to 
that of the Bank of Bengal. In 1862 all the three Banks were 
deprived of the right of issuing notes and were given as compensation 
the use -of Government balances free of interest. Most of the statutory 
lestrictions on the Presidency Banks were withdrawn at the time. 
But in 1868 the Bank of Bombay failed. This was partly responsible 
for the reimposition of many limitations by the Presidency Banks Act 
(XI of 1876) which regulated these Banks up to their amalgamation. 
Ill the same year, the Government disposed of their shares in the 
three Banks and relinquished their right of appointing directors. It 
was also during that year that the Reserve Treasuries were formed at 
the Presidency towns for keeping the bulk of the surplus revenue 
of the Government, and the balances left at the disposal of the Banks 
were strictly limited. 

36. ^ Bengal Circle.: its' funds and their employment.— The Bengal 
Circle is the largest of the three circles, having jurisdiction over the 
greater part of India, including Burma, the other two circles merely 
controlling the Presidencies of Bombay and Madras and the Central 
Provinces. It is not possible to estimate accurately the amount of 
working funds employed by the Bank in the Presidency of Bengal. 
Previous to the amalgamation, the resources of the Bank of Bengal 
were shown separately hut are now' naturally included in the total 
fiinds^of the Imperial Bank of India. Some figures w-ere quoted by 
Sir Xorinan Mui’ray in the course of his evidence before the Hilton 
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Young Commission for the last week in March 1925, and are sum- 
marised below in ox’der to show what proportion of different kinds of 
deposits and advances belongs to the Bengal Circle: — 

Analysis of business of the Iwyperml Bank of India for the last week 

in Mmch 1925, 


(In lakhs of rupees,) 


Business. 

Territory. 

European. 

Indian. 

Banks. 

Total. 



Es. 

. 

Rs. 

Rs. 

■' ' Rs.':'::" 

Current account 

Bengal Circle 

3,96 

7,53 

3,95 

^15,44;'" 

dei^osits. 

All -India 

6,48 

14,13 

6,56 

27,17 

Fixed deposits 

Bengal Circle 

2,55 

9,96 

5 

12,56 


All -India 

4,64 

19,23 

1,06 

24,93 

Bills discounted , . ; 

Bengal Circle 

3,38 i 

3,72 


7,10 


All-India . . . . 

3,57 1 

10,86 

*’23 

14,66 

Cash credits 

Bengal Circle . . 

7,23 

3,68 

19 

11,10 


Allr-India .. 

12,49 

14,69- 

45 

27,63 

Overdrafts 

Bengal Circle . • ! 

1,51 

3,49 

37 

5,37 


All-India 

3,02 

5,44 

55 

9,01 

Loans . . 

Bengal Circle . . 

3 

1,73 

80 

2,56 


All -India 

1,86 

■14,22 

4,06 

20,14 


The first thing to be noticed in the above figures is that the Bengal 
Circle is responsible for more than half of the aggregate current 
deposits and nearly half of the fixed deposits. About the same pro- 
portion is to be observed in the case of bills and overdrafts, whereas 
in the case of cash credits and loans, tlxe proportions are 40 per cent, 
and 13 per cent, respectively. How far the deposits in the Bengal 
Circle are employed as advances in the other two circles may be P^een 
better from the following figures summarised from the last table; — 



Current account 

Bills, cash 


and fixed 

credits, 


deposits. 

overdrafts and 



loans. 


Rs. 

Rs. 

Bengal Circle 

28,00,00,000 

26,13,00,000 

Ail-India 

52,10,00,000 

71,44,00,000 

Percentage of Bengal Circle of All -India figures 

54 per cent. 

37 percent. 


It should be remembered, however, that the figures are for March, 
when there is slack season in Bengal, and the volume of advances less 
than at other times. Unfortunately, average figures covering a snffi- 
ciently long period to obviate seasonal fluctuations are not available. 
Some figures for the quinquennium ended 31st December 1929 for 
Bengal branches including Calcutta Local Head Office were kindly 
supplied by the Imperial Bank for the private information of the 
Committee. They do not, however, throw any light on seasonal fluc- 
tuations either in deposits or in advances. Thejr only tend to show 
that deposits in current accounts and fixed deposits have somewhat 
declined and those in savings banks have increased during the period, 
but the number of holders of current accounts has increased much 
more than that of savings bank deposites. Another noticeable feature 
is that the average amount for which each cheque is drawn, has 
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declined, wlieieas the nuniber of . cheques drawn on each account has 
increased specially after the abolition of the stamp duty on cheques. 
The discounting of hills has very much declined, both in number and 
in ainouut. The number of borrowers has somewliat increased, but 
the aggregate advance has sensibly declined. To sum up, the aggre- 
gate deposits are slightly less in 1929 than in 1925, whereas the 
aggregate advances have very much decreased. It follows therefore 
that the resources of Bengal are being employed in other parts of 
India to a greater extent than before. 

37. Position vis a vis other banks, — It is common knowledge that 
the Imperial Bank is a composite institution, being partly a bankers’ 
bank and partly a commercial bank. So far as the Bengal Circle is 
concerned it will be seen from the table of figures quoted above, that 
it is predominantly a commercial hank, the respective proportions of 
its business with "banks to its total business being as shown below, 
accorcling to the table quoted above : • — 

Percentage of 
business with 

Business. banks to total 

business. 


Current accounts . . •• 26 

Fixed deposits . . . . . . . . J 

BiUs .. .. .. .. .. 0 

Cash credits . . . . . • . . 2 

Overdrafts . . . . . . . . . . 7 

Loans . . . . » • • • . • 31 


Another point to be remembered in this connection is the alleged treat- 
ment by the Imperial Bank of joint stock banks and indigenous bankers 
in the mufassal in Bengal. Thus it has been urged before our Com- 
mittee that loans even against approved securities, such as Government 
paper, are not readily given, and there is an attitude of apathy and 
unconcern, quite out of keeping vp'ith a bankers’ bank. - .But it has 
been pointed out to us that the main difficulties are due to the methods 
of business followed by the Bank’s customers rather than by the Bank 
itself. In the case of joint stock banks, legal formalities such as 
the production of the memorandum and the articles of association, 
and the resolution appointing the Imperial Bank as bankers and ^he 
registration of regular powers of attorney in favour of the officials, 
W'ho are to operate on the accounts, are sought to be dispensed with. 
While there is considerable force in this argument, some of the 
strained feeling may be removed if the agents of mufassal bi'ancbes 
of the Imperial Bank mix socially with their prospective customers 
more freely than now, as pointed out by the Indian Chamber of 
Commerce. Closely connected with this question, is the alleged com- 
petition of the Imperial Bank with the joint stock banks. It has 
been urged that the Imperial Bank gets special facilities in the shape 
of interest-free Government balances and in the matter of remittance 
of funds, in addition to the prestige of being the Government banker, 
and thus the competition is on unfair terms. But it should be 
remembered that the rates, of interest allowed on deposits by the 
Imperial Bank are lower than those granted by other banks. To ibis 
it is replied that because of such exceptionar facilities for obtaining 
deposits at a low rate, the Imperial Bank is in a position to olfer 
cheaper rates for advances than^ joint ^ stock banks which are thus 
adversely affected. W^hile there is considerable force in this conten- 
t.ion, the Committee desire to point out the resulting benefit to the 
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public from better financial facilities. In this connection, it should 
be remembered that the Imperial Bank charges only per cent, 

on inter-branch transfers from banks j whereas the rates for the publics 
are as follows: — 

i per cent on sums below Rs. 1,000.' 

J per cent, on sums from Rs. 1,000 to Rs. 10,000. 
per cent, on sums of Rs, 10,000 and over. 


Thus the superior facilities enjoyed from the Government are partly 
shared with other hanks. 


38. Indians versus Europeans. — Another complaint made against: 
the Imperial Bank from its clientele other than banks, is the alleged 
pret'ereiice to European customers. The Committee w’-anted to investi- 
gate the matter fully, hut -were unsuccessful. On the one hand,, 
witnesses made only vague accusations. On the other hand, the- 
Imperial Bank did not produce any figures, but merely stated that in- 
making advances it was gnided purely by the standing and credit of 
the firm or person, each jiroposal being dealt with on its business^ 
merits. The only analysis of customers before the Coimnittee ^vas- 
Sir isTorman Murray’s table reproduced earlier in the chapter, whiek 
tends to show that the proportion of Indian to European deposits is 
higher than the iiroportion of Indian to European advances in the^ 
Bengal Circle. 

39, New branches. — Another complaint against the Imperial Bank: 
voiced before the Hilton Young Commission was its competition through 
new branches. So far as Bengal is concerned, seven new offices in the- 
miifassal were added after the passing of the Imperial Bank Act to the 
three in existence before, as shown in the following* table: — 

Branch. Bate of estab - 

lishment. 


Before the passing of the Act — 

1. Dacca 

2. Jalpaiguri 

3. Chittagong 

After the passing of the Act — 

4. Mymensingh 

5. Darjeeling 

6. Rangpur 

7. Chandpur 

8. Asansol 

9. Howrah 

10* Narayanganj . . 


.. March 1862. 

. . . September 1894.. 

. . February 1906. 

. . . August 1922. 

, , . September 1922: 

. . February 1923. 

. . July 1924. 

. . November 1925.. 

. . December 1925. 
January 1926. 


The branch at vSerajgaiij established in July 1923 was closed last 
year as the bank premises were washed away by the erosion of the- 
river. The first branch is really the Dacca Bank, started as early as* 
1846, by some officials and non-officials, which had a useful career tilL 
its absorption with the Bank of Bengal. It is only at two places, 
viz., Chittagong and Howrah that there are branches of Exchange- 
banks also. At Darjeeling, the branch was opened a few months 
before the failure of the Alliance Bank of SiTula. There does not 
appear to be any serious competition with indigenous hankers, banks- 
and loan offices in the inuffasaL One result of such expansion of* 
branch banking in Bengal and in the rest of India, has been a con*- 
siderable increase in remittance business, required principally for the- 
movement of crops. 

40. Jute, — One of the chief crops in the finance of which the 
Imperial Bank in Calcutta and some of its branches play an important: 
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part, is jute, witick is practically a monopoly of Bengal. The metliocl 
followed is tke same as in tke case of otker crops. Tlie Bank makes 
advances to merckants on tke kypotkecation of tke stock of jnte stored 
in tkeir niiifassal godowns. Bills dm-wn by niiifassal jute merckants on 
tkeir Calcutta buyers are also discounted at tke brandies of the Bank 
in different jnte \'ent res of tke province. But it is difficult to say 
'wkat part of the total finance required for the jute crop is thus 
supplied by tke Imperial Bank as no figures could be obtained from 
the Bank itself. There is, however, no doubt that it now plays an 
important part in tke remittance of funds to jute centres. Before tke 
War, the leading firms in Calcutta, which purchased jute, used to 
oask notes at the Currency Office in Calcutta, and take tke money in 
silver to centres like Narainganj, Serajganj, Dacca and Chandpur. 
Apart from tke risk, tke remittance of silver involved heavy charges, 
.so muck so, that the Bank of Bengal was able in normal times to 
ubtain 5 annas per cent, on transfers of money between Calcutta and 
l)acca in the busy season, as pointed out by Mr. Gubbay in the course of 
his evidence before the Bakington Smith Committee. With tke 
establishment of the Imperial Bank, the charges for the remittance 
of funds has been much reduced, as shown in the table quoted earlier 
in this chapter. The Bank is now getting a bigger and bigger share 
of the total remittance business. It appears from the report of the 
■Controller of Currencj?' in India for the year .1928-29, that during the 
three years from 1926-27 to 1928-29, the proportion of the estimated 
value of the total annual jute cro]^ for which remittance was effected 
through the agency of the Imperial Bank was 26 T, 30*4 and 33*6 
per cent., respectively. 

41. Tea. — In financing the tea industry of Bengal, the Bank plays 
'U more pimninent part. It does not ordinarily finance capital and 
block expenditure of tea gardens, but it provides the annual rimning 
expenses connected with the growing and manufacture of tea and bring- 
ing it to the market. Crops are usually hypothecated to the Bank in 
'addition to the guarantee of an approved guarantor. Such advances 
'are repaid as the proceeds of the tea crop are realised. The j)resent 
Tate of interest charged by the Bank on cash credit advances, granted 
-•on the further security of the hypothecation of tea crop is 7 per cent, 
per annum. The mulfassal branches of the Bank purchase also ap- 
proved demand drafts drawn for the purpose of defraying the working 
■expenses of tea gardens on the Calcutta managing agents. 

42. ^ Tobacco* — In the case of tobacco, the Eangpur branch of the 
Imperial Bank discounts some local bills but such finance bears a 
very small proportion of the total funds required for the crop. The 
Bank has not yet entered into the business of advancing against stock.s 
■of tobacco in the godowns in the miifassal. The only important part 
played by the Bank in the tobacco trade, as in other trades, consists 
in the remittance of funds i^equired by Burmese and other merchants, 
who come to Rangpur for purchasing tobacco. 

43. Other methods of providing agricyitural finanoe.— These are 
^ome of the special lines of work in which the Imperial Bank assists 
m the marketing of agricultural produce in Bengal. It also finances 
agriculture indirectly by granting cash credit to co-operative banks, 
though the amount of such finance is still very small. Details of the 
-present cash credit arrangement between the Imperial Bank and 
co-operative banks which came into full operation in 1927-28. will be 
discussed in chapter XI (paragraph 303). 
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Joint Stook Banks. 

44. Ciassification. — Tlie joint stock banks in Bengal may be 
roiiglily divided into two classes, viz., those operating in Calcutta 
and those at work in the mufassal. The latter have been described 
in chapter XIV-A. The former again may be subdivided into two 
categories, although the distinction is not clearcut. Thus there are 
some joint stock banks in Calcutta which are purely commercial banks, 
whereas there are some \vhieh also cany on other kinds of business, 
such as mortgages and pledges of ornanients. This latter type of 
institutions will be discussed in a later section of this chapter. In 
the present section a brief account will be given of the cominerciai 
banks in Calcutta in the strict sense of the term. Some of these 
banks have their head office in Bengal wdxile the rest are represented 
only by branches. 

45. Description of chief commercial banks. — At present the oldest 
and by far the most important hank in the former class is the Allahabad 
Bank. It w:as started in 1865 under Enropeaii management, with its 
head office at Allahabad, which was later on transferred to Calcutta. 
In 1921, the Peninsular and Oriental Banking Corporation acquired a 
controlling interest in this old institution. The number of joint stock 
banks in the latter class is also veiy limited. The most important of 
these are the Central Bank of India, registered in 1911, and the Bank 
of India, registered in 1906, with their head offices in Bombay. The 
former is under Indian management and is the biggest joint stock 
bank in the country. It acquired its present size in 1926, when it 
took over the Tata Industrial Bank, with all its liabilities and assets. 
Later on, it acquired the control of the Cnion Bank of Bombay, 
though the latter still maintains a separate existence under the 
management of the Central Bank. The Punjab National Bank, started 
in 1895, is the oldest joint stock bank under Indian management, 
which has a branch in Calcutta. At present, the Allahabad Bank, 
tlie Central Bank of India, the Bank of India and the Punjab National 
Bank are the only joint stock banks, which are members of the Calcutta 
Clearing House. 

46. Business. — The business, which joint stock banks carry on in 
Bengal, is much the same as in other paits of India. They have only 
the leavings of business of the Imperial Bank and the Kxcdiange hanks, 
both of which are able to attract deposits at mxxch lower rates than 
the joint stock banks. As pointed out in the previous section, the 
Imperial Bank is acquiring more and more of the remittance business. 
In foreign exchange business also, joint stock banks are unable to com- 
pete with ]<]xchange banks. Their chief business at present is dis- 
counting of hundis, opening of cash credits and granting of loans 
against various kinds of securities. Advance against stories of agri- 
cultural produce is rarely given. Stock exchange shares are by far the 
most important class of securities. Most of these are accompanied by 
signed transfer deeds, with the name of the transferee blank. This 
inchoate instrument is attached to the relative share scrip and passes 
from hand to hand till the last transferee desires to have his name 
registered in the books of the company, wdiieh issued the shares. 
There is not much difficulty with regard to" the realisation of dividends, 
as they are generally paid to banks, which certify that they hold 
the shares, and not to tlie person, whose name is registered "in the 
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books of the eoiupany as a share-holder. A few companies, however, insist 
on a stamped indemnity, while vsome others require a mandate from the 
share-holder for the payment of dividend. This blank transfer system 
is adopted to avoid the payment of stamp duty on each transfer. 
Another peculiar kind of security prevalent in Calcutta is the hessian 
delivery order. This is issued by the managing agents of jute mills 
to their buyers, authorising the manager of the mill concerned, to 
deliver a specified quantity and quality of hessian. This passes from 
hand to hand by endorsement; but, although transferable, it is not 
negotiable, that is to say the transferee does not acquire any better 
title than the transferor. Indian joint stock hanks gave advances against 
hessian delivery orders even before the War; but after the War, the 
Exchange banks are also doing this business. 

Exchange Banks. 

47. Classification. — Exchange banks in India are usually classified 
into two groups, viz., (A) those wEich do a considerable portion of 
their business in India, i.e., having 25 per cent, or more of their 
deposits in India; and (B) those which are merely agencies of large 
banking corporations doing a major portion of their business abroad, 
i.e., having less than 25 per cent, of their deposits in this 
country. There are at present six hanks in group A and 
twelve in group B. All the hanks in group A have branches 
in Calcutta, They are the Chartered Bank of India, Australia 
and China, the National Bank of India, the Mercantile Bank of India, 
the Peninsular and Oriental Banking Corporation, the Eastern Bank and 
Messrs. Thomas Cook and Sons (Bankers). Most of these banks have no 
other branch in Bengal. Only the National Bank has a branch at Chitta- 
g'ong and the Mercantile Bank a branch at Howrah. Of the twelve hanks 
in group B, only nine are represented in Calcutta. They are Lloyds 
Bank, Hongkong and Shanghai Banking Corporation, Yokohama 
Specie Bank, the Bank of Taiwan, National City Bank of New York, 
Nederlandseh Indische Handelshank (Netherlands India Coiiamercial 
Bank), Nederlandsehe Handel-Maatschappij (Netherlands T.rading 
Society), American Express Company and Messrs. Grindlay & Co. 
All the six banks of group A and these nine hanks of group 13 are 
members of the Calcutta Clearing House. 

48. ^ Private companies. — There is only one private limited com- 
pany in each group, viz., Messrs. Thomas Cook & Sons (Bankers) in the 
first and Messrs. Grij.dlay & Co. in the second, both incorporated in 
England. Banking is only a part of the business carried on by them. 
In^ the case of Messrs. Thomas Cook & Sons, hanking is carried on 
^uite independently and separate balance sheets are published. But 
in the case of Messrs.^ Grindlay & Co., the banking department and 
the passage and shippting department are under one management and 
the two departments form a single whole. The firm was originally a 
partnership, the Calptta office haying been started as early as 1^6. 
It was only at the time of its affiliation with the National Provincial 
Bank in 1924 that it was converted into a private limited company. 

49. Public companies, — In fact, some of the Exchange banks were 
started long before the existing joint stock banks. The oldest of the 
institutions, now carrying on business in India, is the Chartered Bank 
of India^ Australia and China, incorporated in England in 1853 under 
a Hoyal Charter, which has been renewed on various occasions, the 
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last date being in 1909, wlien it was renewed for r30 years. Tboiigli 
its charter is valid in Australia, local opposition has prevented it 
from opeiiing‘ any office there, in spite of repeated elforts. It com- 
menced huvsiness in Calcutta in 1857. The next in point of age is the 
National Bank of India, established in 1863, under the name of the 
Calcutta Banking Corporation, which was changed to the present name 
on March 2, 1864. The head office was at first in Calcutta, but was 
transferred to London in 1866. As a result of this, the bank lost its 
predominantly Indian character. It may be recalled in this connection 
that at the time of the transfer, four out of the seven directors were 
Indians, viz., Baboo Doorgachurn Law, Baboo Heralaul Seal, Baboo 
Pa tit Pabun Sein and Maneckjee Rustomjee, Esq. Of the two auditors, 
one was a Bengali — vShamachurn Dey, Esq, The paid-up capital of 
Rs. 31,61,200 at the time was increased to £466,500, requiring re- 
presentation of non-Indian interests on a wider scale. The Mercantile 
Bank of India has been in existence* in its present name since 1892, 
but is actually much older. It was formed out of the Chartered Bank 
of Asia which obtained its chaider as early as 1853 and of the Mer- 
cantile Bank of India, London and China started in Bombay in the 
same year. The Eastern Bank was incorporated in 1909. Lastly, the 
Peninsular and Oriental Banking Corporation was established in 1921 
and from January 1, 1928, its control together with that of the Allaha- 
bad Bank, which had become affiliated to it, passed to the Chartered 
Bank of India, Australia and China. An important event in Indian 
banking is the recent entry of the Llo^^ds Bank, which, with the 
absorption of Messrs. Cox Co., H. S. King & Co., and associated 
firms, has built up a considerable business in India. Of the Exchange 
banks, which have no sterling capital, the oldest is the Hongkong 
and Shanghai Banking Corporation established by an ordinance of 
the Hongkong Legislative Council in 1867. 

50. Resources and their employment. — It is difficult to estimate the 
assets and liabilities of these banks in India, not to speak of the 
proportion for Bengal. Even in group A, all the banks are not alike. 
For instance, the National Bank of India has nearly half of its 
investments in Indian? Cfovernnient rupee securities and half of its 
deposits in India. This does not mean that other banks find their 
Indian resources insufficient for their Indian business. For even a 
big bank like Lloyds, which has only a small percentage of its total 
business in India does not find it necessary to import funds from 
outside. In the course of his last annual address, Mr. J. Beaumont 
Pease, the Chairman of Llyods Bank, has clearly stated that its 
Indian branches are self-contained and makes little or no call on the 
resources at the other end. In fact, the present resources of the 
Exchange banks in India are more than sufficient to carry on their 
proper business. Sir M. Turner, Chairman of the Chartered Bank, 
referred to the increasing competition and declining profits of Ex- 
chang hanks in the course of his annual Q,ddress in March 1928. One 
result of this competition, which is being felt with greater and greater 
severity specially after the post-War slump, is that Exchange banks 
have been compelled to take up new lines of business, which were 
formerly in the hands of Indian joint stock hanks alone. Advances 
against hessian delivery orders have been already referred to, in the 
previous section. Discounting of inland bills or hundis was also in 
vogue among the Exchange banks in Calcutta hefoi^e the present trade 
depression. It is true this business is declining at present, but that 
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h iiut wliollv <liie to the dismclinatioii on tlie pnit of r.xeliange baaks 
to encTOiioli^ upon the province of Indian joint stock banks. As a 
m-itter of tact, during the past few years, the total voluiue of luiiulis 
discoujited is becoming less and less. It has already been pointed 
(Kit that the Imperial Bank has been employing smaller proportion of 
its funds in bills. The reasons are not far to seek. On account of 
the present trade depression, there are more accommodation bills now 
than in pre-War days. The sanctity of contractual obligations 
in respect of the payment of himdis, ^hieli vms such a pleasant and 
noticeable feature even a few years ago,, lias now somewbat declined. 
It is no wnnder therefore that" Exchange hanks are now trying to 
avoid this line of business as far as possible. 

Private Banks. 

51. Oefinition. — By private banks (including bankers) we mean 
banking institutions which are either organised as partnerships or as 
private companies. As defined in the Indian Companies Act of 1913^, 
a private company means a company which by its articles — 

(a) restricts the right to transfer its shares; and 

(b limits the nuinher of its members (exclusive of persons who are 
in the employ of the company) to fifty; and 

(c) prohibits any invitation to the public to subscribe for any 

shares or debentures of the company; and 

(d) continues to observe such restrictions, limitations and prohibi- 

tions. 

52. Limited liability of private companies in Bengal, — Liberty io 
form a private company with two or more persons, with or without 

“ limited liability, is granted by section 5 of the Indian Companies Act. 
It may be noted here that the private conipanies carrying on banking 
in this Presidency have all been organised on the principle of limited 
liability, 

53. Trade cum banking by European partnerships. — The present 
position of indigenous banking firms will be discussed in a subsequent 
section. The scope of the present section being thus narrowed, -we 
find that there are very few partnership firms, carrying on banking 
on European lines, along with other businesses. They are really 
following the traditions of old Agency Houses, one of which established 
the first European bank in Calcutta, the Bank of Hindustan, as early 
as 1770. The most noted of such firms at present is Messrs. Thacker 
Spink & Co., having stationery and books and banking departments. 
Ho reply has been received by the Committee with regard to its 
banking resources and their employment. Hor are its balance sheets 
available. Another partnership firm canying on banking side by side 
with other types of business such as insurance, gunny, coal, etc., are 
Messrs. Gillanders, Arbuthnot & Co,, who were unwilling to supply anv 
information to our Committee about their banking activity. 

54. Private limited companies.— The ^ same difficulty was ex- 
perienced even in the case of private limited companies." It is true 
that they have to he registered like the public limited companies, but 
their balance sheets have not to be submitted under the Indian Com- 
panies Act. The only information available from the Eegistrar of 
Joint Stock Companies, Bengal, is given in the table below: — 



List of private banks and ailied Institutions at work in Bengal during the year 1928«29. 
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It will be seen that only two out of the sixteen private companies have 
their head office in Calcutta both professing to confine themselves to 
banking business proper. In the eavse of mufassal coinpaiiies, some 
are avowedly irioiiey-lending firms, while some others add trade and 
even agriculture and manufacture to their banking business. 

55. Jagadamba Loan Company,— The truth is these institutions 
are started by a small body of persons of local importance to meet some 
purely local needs. Their scope and method of business are thus 
necessarily different. To give only one instance, the Jagaclamba Loan 
Company ivas registered as a money-lending company in April 1918, 
with its head office at Labpur in the district of Birbhum. Of ihe 
total paid-up share capital of Rs. 4,72,020, shares to the value of 
Es. 4,67,020 have been contributed by Jagadamba Trustee Estate, 
'while the remaining Rs. 5,000 have been raised from five other share- 
holders. jN"o deposits are attracted from the public, the principal 
shareholder contributing the bulk of the deposits. According to the 
balance sheet of '31st December 1927, the Company has purchased 
7amindari worth Es. 78,106, principally from defaulting borrowers. 
An important class of business of the Company is to make advances 
against land-mortgages ; but in the case of small borrowers, who are 
tenants of the Company only promissory notes are taken. One special 
line of business is loans to different collieries, some of which are 
inanaged^ by the same firm as the Company itself. There is no doubt 
that similar peculiarities are to be found in the case of other private 
limited companies, but unfortunately no information could be obtained 
.'by, us. , ; 5 ■. , ' ■ , , , 


Indigenous Banking, 

56. In the previous sections, a brief sketch of the organised bank* 
ing system of Bengal has been given. In this and a few subsequent 
sections, an attempt will be made to describe indigenous banking and 
other credit institutions in the concisest possible manner. For, iinlike 
the Imperial Bank of India, joint stock hanks, Exchange banks and 
private banks, these will be discussed again in detail in separate 
chapters specially devoted to that purpose. In this introductory 
section, only the broadest outlines have been given. The distinguishing 
feature of indigenous banking, as pointed out in Chapter XIII, h 
the huiidi business. The revenue derived from stamps on hundis, 
including inland bills of exchange, therefore, gives some idea about 
the volume of indigenous banking. In the table below, figures for the 
different districts of Bengal for the fiscal years 1925-26 and 1928-29 
•are given : — 

Value of hundi stamps sold during 

^ the year ended 31st March. 


Calcutta 

Dacca 

Chittagong ^ 

■Mymenaingh 

Bakarganj 

Jalpaiguri 

Pabna 

Bangpur 

Others 


1926. 

1929. 

Rs. 

Rs. 

1,83,463 

1,26,894 

5,134 . 

3,165 

4,445 

4,133 

1,983 

1,081 

363 


356 

250 

285 



961 


136 

1,96,364 

1,36,847 


Total 
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It is evident from the above table that practically the entire business 
is confined to Calcutta. Dacca, which was the district next in point 
of importance, partly for historical and partly for commercial reasons^ 
is now below Chittagong in the list, on account of the rapidly increas- 
ing importance of that port. Another fact noticeable is the serious 
falling off in the business practically everywhere except in Eangpuiv 
It seems, therefore, that indigenous banking is unable to hold itsv 
own in competition with other credit institutions. So far as the- 
attraction of deposits is concerned, joint stock and co-operative banks, 
have proved formidable rivals, and wdth regard to remittance w^ork, 
the indigenous bankers cannot compete either with the Government 
or with the Imperial Bank. 


Money-lenders. 

57. There is much confusion even now between indigenous bank- 
ing and money-lending, although the distinction was pointed out as 
long ago as 1898 by Sir A. P. Macdonell before the howler Committee : 
“There are two sorts of loan transactions upcountry. There is the loan 
by the hunneah or village money-lender, who deals with his own 
money and there is the loan by the mahajan or banker, who deals with 
other people’s money as well as his own.” The term bunneah is un- 
known in Bengal; but oftener than not, the village money-lender is 
called the mahajan. There is a similar difference in the meaning of 
the term poddar in Bengal villages. Thus it does not signify merely 
a money-changer as in towns but includes also a money-lender one of 
whose functions is to lend to cultivators, who are unable to dispose 
of their goods till the next market day, hut must make some purchases 
on the present market day.” According to the note on money-lenders,, 
submitted to the Committee by the Income-tax Officer of Bakarganj,. 
if the market is held once a week, as much as 1 per cent, is charged 
for such accommodation, which is reduced to ^ per cent, where the 
market is held twice a week. The distribution of money-lenders in 
the different districts of Bengal and their methods of doing business 
will be discussed in a subsequent chapter. Suffice it to say here that 
the money-lender perfoiins a necessary function and as he has detailed 
knowledge about his customers, he cannot he easily ousted from the 
field. Pie is therefore able to cany on his business in the traditional 
manner, without being much affected by competition from other lend- 
ing agencies. From the table of interest charged by a money-lending" 
firm in the district of Bogra for the last thirty- years, printed in 
Appendix VI (6), it appears that the security offered is not the deter- 
mining factor for interest, there being wide disparities even for the 
same class of security as shown in the following summary table: — 


Rate of interest per cent, per mensem. 

Note of 

Simple 

Mort- 


hand. 

bond. 

gages. 


Rs. A. 

Rs. A. 

Rs. A. 

Highest 

3 2 

3 2 

2 8 

Lowest . . . . . . . . 

10 

0 8 

0 10 


The rate of ^ interest on small loans is generally higher than on big 
loans, but this is not always the case. Thus annas'^8 per cent per mensem 
was rate of interest on a loan of Es. 27 on simple bond contracted in 
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the month of Asarh in 1321 B. S-, but Ee. 1-5 per cent, per mensem 
ivas charged on a loan of Es, 200, also on simple bond, only four 
months later. This difference is of course partly due to seasonal 
Yariations in the rates of interest. But the principal cause of the 
disparity is the nione 5 ?--lender's estimate of the financial status and 
integrity of his customers. 


Go-operaiive Banks. 

68. Maiii €li¥is!0iis of co-operative banks. — The co-operative hanks 
may be divided into two distinct orders, the primaiy socie- 
ties and the financing associations. The primary societies are corpo- 
rations formed of ten or more ad\ilt persons who unite to form a bank 
for the purpose of financing themselves with capital raised on the secu- 
rity of their joint credit. l?he financing associations are federations of 
primary societies, which unite the credit of the member societies for 
raising capital to finance those societies. 

59, Primary societies.— -The primary societies are again divided into 
two separate classes, agricultural and non-agicultural. The former are 
composed mainly of the agriculturists who live in rural areas and are 
commonly known as rural co-operative credit societies or rural societies 
in short. The non-agriculturai societies are again subdivided into two 
gioups, the artisans’ societies and the urban banks. The artisans^ 
societies are composed of persons engaged in a single form of industry, 
such as weaving, shoemaking, manufacture of bell-metal utensils, etc. 
They may be situated in rural areas as well as in towns, wherever a 
number of artisans of one class reside. The urban banks are corpora- 
tions formed of people of limited means, who reside in a town. They 
are again of two kinds, one consisting of the employees of a Goveni- 
]iient office, a local body, a commercial concern or an educational or 
other institution. The other urban banks commonly known as town 
banks have a heterogenous membership which comprises all classes of 
people including professional men and men engaged in industry, 
commerce or trade. 

60, Financing associations. — The federations of rural co-operative 
credit societies and of urban banks are known as central co-operative 
banks or central banks in shoi’t, while the federations of artisans’ socie- 
ties are known by the generic name of industrial unions. ,The financing 
associations are usually situated in the headquarters towns of districts 
and subdivisions and sometimes in the principal village in a rural 
area wdiere there is a large number of primary societies in close 
proximity to one another. All central banks and industrial xmions are 
federated into an apex bank, called the Bengal Co-operative Provincial 
Bank, Limited, or, in short, the Provincial Bank. Its headquarters 
are in the metropolis. 

61, Rural societies. — By far the largest miinher of co-operative 
banks are rural societies dispensing agricultural credit. They 9 re all 
based on unlimited liability, by which every member pledges all liis 
assets jointly with everj^ other member as well as severally for the 
liabilities for the society. This was found to be essential to secure 
sufficient credit at moderate rates for the agriculturist population who 
had till they joined these societies been compelled to pay high rates on 
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iotorPy'^'t for tli6 small amount of credit availaBlc in tlic villages. ^li.6 
usual rate of interest they used to pay was 37|- per cent, per aiiniuii 
though in many places the rate was much higher. INow the societies 
obtain their finances from the central banks at 9 to 10-}g- per cent, 
and tlie individual members of the societies can get their loans at 
12| to 18f per cent. The volume of loans available to them has also 
increased to a large extent The number of such societies on the 30th 
June 1929 was 16,889. They comprised 407,552 members, the large 
majority of whom were agriculturists. There are a few other villagers 
aiiiong "them, such as petty traders or holders of small estates or 
tenures. The working capital of these societies aggregated 
Rs. 4,21,19,119. 

62- Artisans’ societies. — The development of the movement . has 
not been so satisfactory in the case of artisans and small industrialists. 
These societies number only 392 with a membership of 6,395 and a total 
working capital of Es. 7,05,864. Some of the these societies parti- 
cularly those among weavers are based on unlimited liability, but the 
rest are societies of limited liability. The artisans and small indus- 
trialists do not always live in close touch with one another and do not 
possess the same mutual trust as the agriculturists living in a village, 
and it was found impossible to combine them on unlimited liability 
save in exceptional cases. An ideal artivsans’ society is expected 
to buy the raw material in bulk and supply it on credit to the 
individual members, and to collect and sell the finished articles and 
recoup itself with the sale proceeds. It is also expected to finance 
the members with cash for the maintenance of themselves and their 
families, during the period when the articles are being manufactured 
and sold. All the artisans’ societies commenced work with this high 
ideal but had to» encounter many difficulties in competing with the 
local supi^liers of raw material, in profitably marketing the finished 
articles and in the disloyalty of the meml)ers wlio would, for the sake 
of cash, sell their manufactures locall}^ At present many artisans’ 
societies have given up the supply of raw materials and marketing of 
produce and have degenerated into purely credit societies. The present 
condition of most of these societies is not satisfactory. 

63. Urban banks. — There is no difference in the constitution or 
working of the employees’ banks and town banks, except that in the 
former the recoveries are more regular, being made by deductions 
from the monthly salaries. They are all based on limited liability 
and being composed of men of capacity and intelligeiiee, tliey have 
gained the confidence of the investing public. They hare secured a 
large amount of deposits, ^ Rs. 53 lakhs from their own members and 
Es. 97 lakhs from outsiders. These resources, supplemented by 
their share capital and reserve funds, have made them to a large 
extent independent of the central banks. They number 410 with'^a 
membership of 148,028 and total working capital of Es, 225 lakhs. 
The larger banks have joined the federation of the Provincial Bank 
and obtain their finance directly from it. Two of them have even 
cash credits from the Imperial Bank on the guarantee of the Provincial 
Bank. All urban banks are prosperous and they are of great benefit 
to the persons of limited means who have joined them." There are 
no banks for financing petty traders only, although many urban banks 
admit them as members. 
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64. Central banks. — The ideal cantral bank, called the pure type 
central bank, is a federation composed of primary societies only, but 
there are only a few of such banks. It was found that in most places 
the members of the primary societies could not supply enough 
men of education, business habits and ability to form efficient direc- 
torates of the cenral banks, nor had they many men who had personal 
influence enough to command the confidence of the investing public. 
For this reason central banks of mixed type were organized. They 
are composed of ordinary shareholders who are the constituent 
primary societies and preference shareholders who are influential 
persons of capacity and influence and have joined the movement 
principally from philanthropic motives. It is by their untiring and 
unselfish labour that these organisations have reached the present 
high stage of development. All central banks are based on limited 
liability and derive their resources from their own share capital and 
reserve fund, deposits from the preference shareholders and non- 
members and advances from the Provincial Bank and in a few cases 
from the Imperial Bank. Their number at present is 112 comprising* 
17,019 primary societies and 4,376 individual members, and their 
working* capital aggregates Rs. 3,92,76,446. In this province, the 
Government has entrusted the central banks with the most important 
duty of organising, supervising and fostering the growth of the 
primary societies. For this purpose they entertain a large staff of 
whole-time supervisors each of whom has on an average about 30 
societies to control. In the earlier stages of its growth, a central 
bank obtains a small grant-in-aid from the Government towards the 
pay of this supervising staff, but it is discontinued as soon as the 
bank begins to make a profit. The central bank pays up to 7 per cent, 
on deposits and 7J to 9 per cent, on advances from the Provincial or 
Imperial Bank, while it lends to the constituent societies at 9| to 
10 -Jl per cent. All cenfral banks are working successfully and 
have evinced a remarkable aptitude for banking. They have fostered 
the growth of cheque habit in the mufassal by tlie opening of current 
accounts for the genei'al public and encouraged thrift by establishing 
savings banks and provident funds. Some central banks have also> 
begun to do commercial banking in a small way, making remittances,, 
eolleeting* bills and issuing demand drafts. Many of them have con- 
structed imposing business premises on modern lines. By 
their businesslike methods they can compare favourably with any other- 
organised banks in the country. 

65. industrial unions. — There are only 8 industrial unions in, 
Bengal, with a membership of 292 constituent societies and 624 prefer- 
ence shareholders. Their united working capital amounts to- 
Es. 6,46,258. Their constitution and methods of business are similar 
to those of the central banks except that they engage in tlie business 
of co-operative purchase and co-operative marketing on behalf of their 
constituent societies. They are not very successful and like the- 
artisans’ societies are tending to degenerate into purely financing 
bodies. Recently an organisation has been established in Calcutta for 
the marketing of the produce of the artisans, sent down by these unions,, 
but it is not a bank in any sense of the word. 

66. Provincial bank. — The Provincial Bank is a pure type federa- 
tion of the central banks and industrial unions. It .lias however also 
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admitted a certain number of primary societies. There are no pre- 
ference shares, but the directorate, composed of^ fifteen elected repre- 
sentatiyes of the constituent banks and societies, is strengthened by the 
appointment of three outsiders, one of whom is the Chairman and 
another is the Eegistrar. The Chairman is nsiially a hiisinessmaii of 
liigh repute who takes interest in the movement. The present Chair- 
man is Sir Eajendra Nath Mukerjee. As the majority of the Directors 
are residents of the mufassal who find it inconvenient to attend in 
Calcutta for the purpose of the bank's business, a small committee, 
called the rotation committee, in w-hich the directors sit in rotation, is 
entrusted with the current business of the bank. The bank balances 
the surpluses and deficits of the constituent banks who are expected 
to send all their surpluses to it and take all advances they require from 
it, but in practice, there is some direct inter-lending between one 
central bank and another. The bank accepts current deposits and also 
fixed deposits from the constituent banks as well as savings deposits 
and fixed deposits from the general public on which it pays interest 
at varying rates ranging from 2 to per cent, and lends to constituent 
banks and societies at 7 and 74 per cent. The working capital of the 
bank is Rs. 1,71,90,645 composed as follows : — 


Share capital . . 
Reserve fund 

Deposits of member societies 
Deposits of central banks 
Deposits of non-members 


Rs. 

, 13,69,475 
3,63,098 
, 8,74,444 

. 22,56,145 
1,23,27,483 


Post offices. 

67. Savings banks. — ^Post oflBices participate in the credit organ- 
isation of Bengal mainly in four ways, through (a) savings bankvS, 
■(b) cavsh certificates, (c) money orders and (d) value-payable articles. 
Although a fair volume of remittance is effected thriOiigh insured and 
registered post, it is impossible to determine the amount accurately. 
The aggregate declared value of insured articles includes valuables, 
other than money, sxich as, ornaments, important documents etc. 
On the other hand, the declared ralue of remittances is in some cases 
less than the real value. By far the most important credit operation 
done by post offices is through savings banks. The first Government 
savings bank in India was opened in Calcutta in 1833, similar banks 
in Sladras and Bombay following in 1834 and 1835 respectively. 
Between 1863 and 1865, the management of these hanks was transfer- 
red to the_ Presidency Banks, In 1870, district savings banks v-ere 
instituted in all parts of India except Calcutta and the Presidencies of 
Madras and Bombay. In April 1882, post office savings banks came 
into existence but not till after opposition from the Comptroller General. 
On the 1st April 1886, district savings banks were abolished and the 
balances transferred to the post office, but the savings banks at Calcutta, 
Bombay and Madras were not transferred by the Presidency Banks 
to Government till 1st October 1896. The history of savings bank 
deposits in Bengal is one of almost uninterrupted progress. Unfor- 
tunately, the figures for Bengal are not separately available but are 
combined with those for Assam, which is included in the same Postal 
Circle as Bengal. But Assam makes such a small contribution as 
comx>ared to Bengal that the figures indicate the trend for Bengal with 
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reasonable accuracy. In tbe table below, figures for the Bengal and 
Assam Circle and all-India are giren for the years 1919-20 to 1927-28. 
As these w'ere years of very great flnetuation in prices which must have 
affected the apparent volume of deposits, Calcutta wholesale price index 
number has also been added in the last column for facility of reference. 
It is evident that deposits would have been higher but for steadily 
falling prices from 1920-21 :• — 


Bengal and Assam Circle. 


Year. 

(1) 

Number 

of 

deposi- 

tors. 

(2) 

Average 
number 
of deposi- 
sitors per 
bank. 

(3) 

■ . 

Average; 
balance 
in each 
bank. 

(4) 

Average- 
balance 
at credit 
of each 
deposi- 
tor. 

(5) 






■Rs.; 

B.S. ■ 

1919-20 

. . . • 


496,088 1 

182-11 

17,098 

93 

1920-21 



528,427 

192-85 ' 

' , 19,245 

100 

1921-22 



552,927 

199-10 

20,111 

101 

1922-23 



576,420 : 

225*34 

23,864 

106 

1923-24 



613,754 ; 

237-06 

25,545 

107 

1924-25 



651,735 

247*43 

26,623 

108 

1925-26 



702,450 

239-09 

26,713 

112 

1926-27 

• . . « 


■ 752,257 

2.54-23 

28,089 

no 

1927-28 

" - • ■ . , • * „ 


665,768 

222-51 

28,717 

129 


All India. 



Year. 


Number 

of' ■■ 

depositors. 

(6) 

Average 
number 
of depo- 
sitors }per 
bank. 

(7) 

Average 
balance 
in each 
bank. 

(8) 

Average 
balance 
at credit 
of each 
deposi- 
tor. 

(9) 

Calcutta 

wholesale 

■'price,^^. 

Index 

■No.'vV.',"'^" 

End 
of July 
1914== 
100. 

(10) 






■ Rs. 

Rs. 

(Calendar 







i: 

Year.) 

1919-20 



1,760,442 

164-98 

' 20,007 

' 121 

196 

1920-21 



1,877,957 

175-29 

' 21,340 

122 

201 

1921-22 



1,958,324 

182-03 

20,693 

lU 

178 

1922-23 ■ 



2,043,502 

190-44 

21,621 

i 114 

176 

'-1923-24;. 



2,089,314 

198-32 

23,529 

119 

172 

1924-25 



2,164,473 

201*77 

23,901 

118 

173 

1925-26 



2,317,390 

207-61 

24,396 ’ 

118 


1926-27 



2,518,142 

209-95 

24,603 

117 


1927-28 



2,606,071 

211*42 

26,502 

125 ' 

148 


On comparing column (3) with, column (7), it is seen that 
the number of depositors per bank is higher in Bengal 
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than in the whole of India. But a comparison of colimin (4) with 
column (8) shows that the average balance at each bank in Bengal is. 
actually lower during the first few years and is not proportionately as 
high as the number of depositors during other years except in 1927-28. 
It follows, therefore, that barring this single exception, the average 
balance at the credit of each depositor in Bengal is lower than that in 
the whole of India, which is seen better by comparing cohunn (5) with 
column (9). Curiously enough, 1927-28 is the only year during %vhich 
the number of depositors in Bengal records a decrease. It is clear 
therefore that some of the smaller depositors must have closed their 
accounts. In fact, so far as Bengal is concerned, the general notion 
that Post Office savings bank accounts are kept mainly by salaried 
middle class persons, does not seem to be correct. If reference is made 
to the statistics of monthly deposits in Bengal, supplied by the Post- 
mas tei'-Gen era! in the course of his replies to the special questionnaire 
of this Committee, it will be seen that there are well-marked seasonal 
declines in June and in December- January. This shows that people 
with agricultural interests are among the depositors in savings hanks. 

68. Gash certificates. — Cash certificates which were introduced as a 
war measure, have now become a permanent featnre of Indian pnblic 
finance. How popular this form of investment is, will appear from the 
following table: — 


Year. 

: ' xi)- 

Issue 
price of 
ten -rupee 
certificate. 

(2) 

Cost price of cash certi- 
ficates sold. 

Yield per 
cent, on 

34% 

Govern- 

ment 

paper. 

(5) 

Bengal 

Presidency. 

(3) 

All-India. 

(4) 


PtS. A. 

Rs. 

Rs. 

(Calendar 





Year.) 

1919-20 

7 12 

33,64,597 

86,34,169 

4-9 

1920-21 

.. 7 12 1 

11,58,804 

51,87,262 

5*8 

."1921-22 ■■■ ■' ■ 

7 12 

9,75,206 

47,98,451 

6-2 

1922-23 

7 12 

16,92,825 

70,00,084 

6-3. 

1923-24 

7 8 

1,35,80,267 

6,90,79,957 

5-7 

".,1.924-25 ■ ... , 

7 8 

1,13,96,352 

6,09,94,454 

5- 2; ■ 

1925-26 .. .. 

7 8 

1,81,39.516 

9,55,56,358 


1926-27 

7 8 

1,36,11,992 

7,53,55,429 

v:":4*/T 

1927-28 

8 0 

1,11,96,062 

6,08,55,139 

4' 4 


The effect of reducing the price from lis. 7-12 to Es. 7-8 in 1923-24 is 
strikingly seen in the above table. This shows that cash certificates, 
compete with other forms of investment and can always attract funds; 
by raising the yield above the figures obtainable elsewhere. It should 
be remembered that it is not the absolute issue price, which is the 
determining factor, but the relative price as compared with alternative 
ways of investment. For instance, although the issue price remained 
the same during the entire period from 1919-20 to 1922-23 and again 
from 1923-24 to 1926-27, the sales of cash certificates flxictuated in sym- 
pathy with the yield on 3J per cent. Government paper quoted in "the 
last column. In other words,^ even wffien the issue price remained the 
same, the volume of cash certificates sold, fell when the yield on 
Government paper rose, and vice vena (the only exception being* during* 




57 


1922-23,, on account of the renewal of some cash certificates issued 
during the campaign of 1917). Thus cash certificates are more respon- 
sive to general monetary conditions than savings hank deposits. 

69. MO'iiey«0rders« — Prior to 1880, the w^ork of issuing and paying" 
money-orders was performed by the Government treasuries. Bills of 
Exchange were issued by one treasury upon another for a sum not 
exceeding Es. 150 at a commission of 1 per cent. There were only 283- 
offices of issue and payment in India. Besides, the remitter had to 
make his own arrangement for sending the bill of exchange and the- 
payee had to arrange for receiving payment at the paying treasury. 
These inconveniences were patent to everybody, but it was not without 
opposition that the money-order >work was eventually transferred to. 
post offices on 1st Januaiy 1880. The system at first adopted, was very 
elaborate. The money-order could not be sent by the office of issue- 
directly to the office of delivery, where the payee resided, but only 
through what was called an office of preparation, viz. , the head office- 
controlling the office of delivery. In addition to this, the payee was. 
required to receive cash at the office of payment as before. It was not. 
till 1886 that the plan of paying money-orders at the houses of payees, 
was adopted, following the German system. Another difficulty was the 
retention of the limit of Es. 150, althougdi the new system was quite' 
unlike the old, inasmuch as the paying treasury could not possibly 
know the amount it would be called upon to pay, whereas money-orders, 
were carried through the post office which could withhold delivery until 
sufficient funds were obtained. These reasons prevailed, and, in 1889,. 
the maximum was raised to the present limit of Es. 600, and at the 
same time, the wholly infructuous restraint on the number of money- 
orders that could be daily issued by one remitter in favour of one payee- 
wms done away with. Two other liberalising measures were intro- 
duced, viz., the telegraphic money-orders in 1884 and of revenue and 
rent money-orders in 1886. After all these modifications, the system, 
has naturally proved a great success, as will appear from the following" 
statistics : — 



Bengal and Assam Circle. 

Incli^. 

Year. 

Issues. 

Payments, 

Issues. 

Number in 
(millions). 

Amount 
in mpees 
(crores). 

Number 

in 

(millions). 

Amount 
in rupees 
(crores). 

Number 

in 

(millions). 

Amount 
in rupees 
(crores). 

(1) 

(2) 

(3) 

w 

(5) 

(6) 

(7) 

1919- 20 

1920- 21 

1921- 22 

1922- 2S 

1923- 24 

1924- 25 

1925- 26 

1926- 27 

1927- 28 

9.91 
10,31 

8.91 
8,71 
9,11 
9,61 

10,11 

10,51 

10,95 

15,93 

17,07 

16.36 
17,01 
18,00 

19.37 
21,36 I 
22,25 
22,84 

9,07 

9,41 

8,02 

8,04 

8,21 

8.64 i 
9,11 
9,21 

9.65 

35,63 

16,74 

16,26 

16,82 

17,21 

18,30 

19.89 1 
20,33 

20.90 

37,63 

37,23 

33,33 

31,74 

32,58 

33,83 

35,55 

36,70 

38,20 

74.71 
85,74 
78,42 
78,29- 
80,06. 
82,76. 

86.71 
88, ,36 
90,59 


There are two points which are evident from the above figures. One is 
that the average amount of money-orders issued is small and in Bengal 



58 


:it is smaller than in other parts of India. It is therefore clear that 
"these do not compete with other forms of remittance. Another is that 
the amount issued by the Bengal and Assam circle is greater than the 
.amount paid by it, specially during the past few years. Thus there is 
:a transfer of savings from Bengal, which is therefore unable to reap the 
full economic advantage from the occupations carried on by people, who 
earn their living in this province, but do not make it their home. 

70. Value-Payable system. — The value-payable or cash on delivery 
.system was introduced in India in December 1877 and revolution ised 
the parcel traffic to a much greater extent than even the abolition in 
1871 of rates proportional to distance. For, under the value-payable 
.sytem, the post office undertakes not only to deliver the parcel to the 
buyer but also to collect the price from him for a small commission. 
In India where there are few big firms outside the Presidency towns, 
many purchasers in the interior have to utilise the services of the post 
office for many of their normal requirements. As Calcutta is by far the 
higgest emporium of trade, more than 3 million value-payable parcels 
valued at Rs. 6| crores were posted in Calcutta during 1927-28, 
representing nearly 80 per cent, of the entire value-payable postings of 
Bengal and Assam Circle and about a quarter of the total value-pay- 
able postings for the whole of India. The relevant statistics for 'the 
past few years are given below : — 


Year. 

(1) 

Bengal and Assam 
Circle. 

India. 

Number 

in 

(millions). 

(2) 

Amount 
in rupees 
(crores). 

(3) 

Number 

in 

(millions). 

(4) 

Amount 
in lupees 
(crores). 

(5) 

1919-20 




3,55 

4,97 

11,25 

19,87 

1920-21 




3,56 

5,74 

11,51 

■ 22,12 , 

1921-22 




3,24 

5,64. 

10,71 

22,75 

1922-23 




3,00 

6,16 

10,31 

23,66 

1923-24 




3.28 

6,73 

10,91 

25,50 

1924-25 




3,40 

7,08 

11,50 

26,50 ' 

1925-26 




3,65 

7,90 

12,21 

28,00 

1926-27 




3,72 

7,84 

12,51 

27,33 

1927-28 


, ... . 


3,79 

7,77 

12,81 

27,75 


Government, 

71. Direct and indirect credit operations by Cevernment. — The 

part played by Government in the credit system of the province is both 
“direct and indirect— indirect, in the case of the Imperial Bank and of the 
co-operative banks; and direct, in the case of the post office. In this 
section other direct financial operations by Government will be 
-described. 

72. Remittance. — Briefly, these are twofold, viz., remittances and 
loans. In addition to the facilities provided through the Imperial Bank 
.and post offices, Government directly effects transfers of funds between 
different treasuries for the public, according to rules laid down for the 
purpose, either by supply bills or currency transfers. The latter are 


ralways telegraphic and in even thousands of nipees with a minimum 
limit of Rs. 5,000. The former are in even hundreds of rupees, with a 
minimum limit of Rs. 1,000. The charges are the same in either case, 
viz., J per cent, for amounts below Rs. 10,000 and per cent, for 
umouiits of Rs, 10,000 or over. Only the cost of telegram has to be 
paid for currency transfers, Rs. 2 if sent by ordinary telegram, and 
Rs. 3 if by express telegram. The charges ai'e thus the same as those 
of the Imperial Bank quoted earlier in this chapter. But the rates are 
much lower than in the case of postal money-orders, and a considerable 
volume of remittance business in Bengal is effected directly by Gov- 
ernment, as will appear from the following statement : — 


Sale of supply bills and currency transfers to the Public. 


In lakhs of rupees. 
1923-24. 1928-^. 

Bengal (including Pori Blair and ISTepal). . 2,57 3,58 

All-India .. .. .. 9,56 11,29 


Percentage increase 
of 1928-29 over 
1923-24. 

39 

18 


It will be seen from the above table that the remittance business has 
increased in Bengal at a much faster rate than in the rest of India 
during the last quinquennium. 

73. Loans. — In the case of loan operatioms also, besides the indirect 
measure for the issue of emerg'ency currency to the Imperial Bank 
under section 20 of the Paper Ourreney Act, Government directly pro- 
vides finance in two ways, viz., under the Agriculturists’ Loans Act 
{Act XII of 1884) and the Land Improvement Loans Act (Act XIX of , 
1883), These are in the main enabling Acts, leaving large discretion 
"to provincial Governments to be exercised through wide rule-making 
powders. The operations of these two Acts in the different provinces 
.-are therefore diff'erent. The necessary figures for Bengal during the 
last decade are quoted below: — 


(In thousands of rupees.) 


Year. 

(1) 

Agriculturists’ Loans 
Act. 

. 

Land Improvement 
Loans Act. 

Loans out- 
standing at 
the 

commence- 
ment of 
the year. 

(2) 

Loans 
advanced 
during 
the year. 

m 

Loans 
outstanding 
at the 
commence- 
ment of 
the year. 

m 

Loans 
advanced 
during 
the year. 

1919-20 

■■■ ; ■■■■ ■■ • ' 

11,74 

21,64 

1,69 


1920-21 


25,98 

1,14 

." 1,57 


1921-22 


15,84 

1,26 

^:i'.,3L" 


1922-23 


7,70 

8,53 

1.26 


.1923-24 


31,95 

1,56 


'■-:'2'7..''' 

1924-25 


8,37 

1,42 

1,26 


1925-26 


3,42:i 

37 

1,08 


1926-27 


1,2.8' 1 

3,92 

1,01 


1927-28 


■ ■ 3,82 '1 

3,41 

i:""''. y ■-■.'9L' 

79 

1928-29 


4,82. 

14,44 

1,51 

93 
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It is evident tliat tne amoimts advanced are quite insignificant in pTO- 
portioii to the agricultural needs, althoiigli the two Acts are very wide 
in their scope. Thus land improvement loans may he granted for any 
pii 3 *p()se, which will add to the letting value of the land, and for as longr 
a period as twenty years ; and agriculturists’ loans may be advanced for 
the relief of distress, purchase of seed or cattle, or any other short 
term needs. The Government of Bengal apparently think ordinary 
needs to be beyond their scope, and grant loans only in eases of natural 
calamity, e.g., the severe floods in Bogra and Bajshalii during 1918, a 
smaller flood in Pabna in 1919, the great North Bengal flood of 1922 
and the widespread failure p-f crops in Dinajpur, Birbhum, Murshidabad 
aud other districts during 1928-29, when Government granted these 
loans somewhat more freely. Loans have also been granted by Govern- 
ment to a few landholders under exceptional circumstances. 

Loan Offices. 

74. Nature of their business.— There is a peculiar class of institu- 
tion called loan offices, which play an important part in the banking 
organisation of Bengal. They are joint stock companies, registered 
under the Indian Companies Act and are mostly owned and managed by 
Bengalis. Their paid-up capital is small, but some of them, specially 
the older concerns, have attracted a fair volume of deposits, so that the 
working fund is considerable in the aggregate. The total on the 31st 
March 1929, has been estimated in Chapter XIV-A at not less than 
Es. 9 crores, distributed among 782 companies. It is true that some of 
these concerns are unwilling to describe themselves as ^Toaii offices”' 
and call themselves banks, but as they perform much the same func- 
tions, it will be convenient to consider them all under the same general 
heading. It may be pointed out that no reflection can possibly attach 
to this term, seeing that an institutioii like the Eangpur Loan Office, 
with its total working funds exceeding 27 lakhs of rupees, does not 
consider it necessary to change its name. Even in the annual reports, 
of the Eegistrar of Joint Stock Companies, Bengal, some institutions, 
calling themselves ^Toan offices” have been put in the category of 
banks and conversely some called ‘^^banks” have been classed as loan 
companies. This has been done on the basis of their respective 
memoranda of association. It should be remembered, however, that 
the memoranda have to be drawn up in the widest possible terms so as. 
to include every conceivable item of business. For instance, some, 
recent loan offices in Bengal have put down motor bus traffic as an item 
of their business. One firm in Calcutta, the Midland Bank (India) 
Limited, has gone a step further and has given the following as one of 
the clauses in the memorandum 

‘'To carry on the business of transport of all kinds, if the Bank 
thinks fit and specially, for 'goods and merchandise by running a suffi- 
cient niunber of light railways, motor lorries, motor buses, taxi cabs, 
liiotor boats, steam launches and other kinds of mechanically "con- 
structed k'arriers’ in land, rvater and air and to do all possible sorts- 
of business throughout India, Burma and Ceylon.” But it does not 
necessarily follow that all the items mentioned in the memorandum 
will he actually put to operation. It is, therefore, necessary to rely 
more on the business actually done than on the business for which 
authority has been acquired in the memorandum of association* 
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Eveii tiiis eriterion is not altogstlier free from difficulties. For, while 
the vast inajoritT of loan offices carries on land mortgage banking* in 
greater or less degree and also grants loans against pledge of orna- 
liieiits, some of the newer concerns are making considerable advances 
against personal security. The old practice of carrying on banking 
side oy side wuth trading, zainindaiy, etc., is being gradually given 
up. In Calcutta, for instance, most of the institutions, owned and 
inanag*^ed by Bengalis, advance money against Calcutta house pro- 
perties but there are a few in which mortgages form only a small 
percentage of the total advance. Even in the inufassal, there area 
few institutions which do not touch any mortgage business. For. 
instance, the East Bengal Commercial Bank, having its head office at 
Myinensingii. is a commercial hank, in name as well as in fact, with- 
out any advance whatsoever against mortgages. It has opened up new 
lines of trade finance, viz., loans against crops stored or in the course 
of transit, the advance against mustard seeds alone aggregating 
Es. ll,0OJ according to the balance sheet as on the 31st December 
1927. On the other hand, some Bengali hanks in Calcutta are trying 
to carry on the old traditions of loan offices by developing mortgage 
business, although of a different type, viz., advances against block 
assets of industries, as for example the Oo-operative Hindustan Bank. 

76. At*© loan offices banks? — In view of these diversities, it is 
difficult to give a clearcut definition of loan offices and state clearly 
whether the:^ can justly be called banks. This is not surprising, for 
there is considerable overlapping of functions between different types 
of financial institutions, even in countries with highly organise^d 
systems like England, so much so that the late Dr. Walter Leaf 
found it impossible to arrive at a satisfactory definition of the term 
■"'bank,^' although he devoted to this problem the whole of his Pre- 
sidential Address before the Institute of Bankers, London, in 1920. 
In a broad sense, all loan offices are banks, as they attract deposit 
from tbe public and lend mone5^ But in a narrow'er sense, many 
of the loan offices are merely joint stock organisations for lending 
money, not to trade and industry, but chiefly to landlords and 
tenants, often for unproductive purposes. This is not a very satis- 
factory definition, but in view of the great diversity pointed out 
above, it can hardly be improved upon. 

76. Description of a few Calcutta companies. — Of the 782 com- 
panies mentioned above, aa many as 756 are in the inufassal and will 
oe discussed in detail in Chapter XIV-A. Of the 26 companies in 
Calcutta, two are private companies and have already been referred to. 
The remaining' 24, although all falling wdthin the same sub-class, ar^ 
of varying importance. The oldest concern is tbe Bliowanipur Bank- 
ing Corporation, which was registered on the 8th July 1896. This 
is by far the biggest compan^^ having a paid-up capital of 1'26 lakhs 
of rupees, a reserve fund of Es. 2'65 lakhs and deposits of Es. 29*61 
lakhs, yielding a total working fund of Es, 33*51 lakhs, according to> 
the balance sheet, dated 30th June 1929. This may seem quite small 
in comparison with the resources of Exchange hanks or of joint stock 
banks described in previous sections, but it should he remembered that 
only a small share of those resources is employed in Calcutta. The 
hours of business are from 8 to 10 in the morning and again from 3 
to 5 in the evening unlike those of the commercial hanks of Calcutta. 
The hank is endeavouring to free itself from lock-up advances and 
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trying* to open fresli forms of liquid inTestnients, snch as loans against 
hypothecation of tea crops in Bengal and Assam, without however 
insisting on additional gxiarantees like the Imperial Bank of India. 
The next in importance is the Co-operative Hindustan Bank, incor- 
porated on the I'hli March 1909', haying a paid-up capital of Rs. 1-68 
lahks, reserve fund of Rs. ‘86 lakhs and deposits of Bs. 14*98 lakhs,, 
these making up a working fund of Rs. 17*52 lakhs, ^ A special 
feature of its business, viz., advances against block capital of small 
iiiciustries has already been mentioned. But this bank is also ti^ung*- 
to commercialise itself by increasing its advances against Govern- 
ment paper, stocks of goods and to a small extent against the hypothe- 
cation of tea crops. The third in the list of Calcutta loan offices, 
arranged in order of their paid-up capital is the Luxmi Industrial 
Bank, regivstered on the 31st March 1922, having a working fund of 
Rs. 6'94 lakhs, made up of a paid-up capital of Rs. 1*66 lakhs, reserve- 
fund of Rs. *23 lakhs and deposits of Rs. 5*05 lakhs. One peculiarity 
of this institution is a fair volume of advances against pledge of 
ornaments. In all other respects, it resembles an ordinaiy commerciai 
bank. In fact, the present tendency of Calcutta loan offices is to 
secure as much liquidity for their investments as possible, in order 
that there may be no difficulty in meeting the demands on the part, 
of their depositors. This wholesome feature is spreading even to the 
mufassal. In fact, Calcutta and mufassal are being brought into closer 
and closer touch, and their methods of business raised approximately to 
the same level. The opening of upcountry branches by the Imperial 
Bank has already been refen^ed to. Some of the Calcutta loan offices 
are doing the same. For instance, the Bengal Central Bank, 
registered in its present form in 1918, has opened two branches, one 
at Dacca and the other at Rangoon. The Oriental Bank established 
in 1908 has four branches at Nator, Rajshahi, Tarakeswar and Hooghly, 
although it carries on the old tradition of keeping the office open in 
the morning and in the evening. The other process, viz., the 
opening of Calcutta branches by loan offices with mufassal head offices 
is also not unknown. Thus the Comilla Union Bank and the Kluilna 
Banking Coiq)oration have both opened branches in Calcutta. This is 
a most hopeful feature. For much of the weakness of the present 
credit system in Bengal is due to want of cohesion among the many 
agencies described in the different sections of the present chapter. 
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Part IL 

Credit for Agriculture, Minor Industries and Internal Trade. 

CHAPTER IV. 

Agricultural Indebtedness. 

77. Pre¥ious inquiries — ^(a) By Major Jack,— The proUem of agrk 
cultural indebtedness is not peculiar to Bengal. So long as agrieiiltuie 
remains a precarious industry depending upon exigencies of the- 
season, the peasant must borrow in a bad year, even though he might 
have made provision in good years, which is, however, not often possible' 
in his present economic condition in Bengal. But this subject has. 
not received in the past as much attention as it deserves from adminis- 
trators and economists. The problem vitally affects the great inajority- 
of the population. The most widely known work on the subject is by 
the late Mr. J. C. Jack, i.c.s., who made a house-to-house inquiiy in, 
the district of Faridpur during the years 1906 to 1910 when he was in. 
charge of the settlement operations there. The results are given in. 
his ''Economic Life of a Bengal District” and also in his Settlement 
Report of Faridpur, both published in 1916. He takes a typical rural 
family in Faridpur as consisting of five persons, including children.. 
He finds the average indebtedness of such a family to be Rs. 55, but 
he points out that 55 per cent, of the cultivators in the district are- 
free from debt. Hence if the average is taken over families in debt, 
alone, the average indebtedness turns out to be Rs. 122 or Rs. 121,. 
as given in his book. Mr. Jack’s Settlement Report of the Bakarganj 
district also contains many interesting facts on this subject. The 
incidence of indebtedness is said to be lower than in Taridpur, but: 
the coiTesponding figures have not been published. 

78. (b) By Mr. Ascoli. — More abundant details are furnished by 
Mr. Ascoli in his Settlement Report for the district of Dacca. In one* 
of the many appendices, he gives the number of families in debt in 
each thana, the amount of indebtedness and the highest rate of interest 
for Hindus, Muhammadans and others separately. On the basis of" 
his figures, the average for each family (or homestead as the basis, 
of his actual calculation) comes out to be Rs, 121, including both 
agriculturists and non-agriculturists. If, however, the average is 
taken over families in debt, numbering 185,869 in all, the figure- 
becomes nearly Rs. 256. 

‘ 79. (cj) By^ Mr. Saohse, Mr. Mymin and nthars. — The figures for- 
Dacca and Faridpur provide a basis for comparison with the figures, 
for the contiguous district Mymnesingh. The Settlement Officer, Mr. 
Sachse, does not publish any new figures for total indebtedness, but, 
calculates the registered debts per capita for 1917-18 for Mymensingh, 
Midiiapore, Dacca and Faridpur to be Rs, 2-6-6, Rs. 24-11, Rs. 3-6 and 
Re. 1-9, respectively, to get a rough idea about the burden of indebted-* 
ness in the various districts. The registration figures are 
sought to be utilised also in Mr. Mumin’s Settlement Report for Jessore. 
He takes the average annual mortgages, as published in the annual 
statistical return of the Registration Department, and multiplies it^ 
not by 12, the period of limitation, but by 10, for the reason that 
some mortgages are paid off before the full term. He adds to thia 
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second product, obtained bj trebling the average animal value of 
.simple bonds as supplied from the books of the Eegistration offices. 
The indebtedness per capita derived from this total of registered debts 
is Es. 11-9-10, which is in surprisingly close correspondence with 
Es. 12-2-10, the average determined by house-to-house inquiry in 58 
villages for both registered and unregistered debts. He allows for the 
iisuar concealment of debts on the part of borrowers, by raising the 
figure to Rs. 15 per head or Rs. 2| erores for the whole district. 
Unfortunately, he does not give the number of indebted families in 
"the district nor the detailed figures of his village inquiries. It is 
■therefore not possible to determine the average for the indebted 
iamilies in the district. 

80. In the course of his written memorandum to our Committee, 
Mr. T. C. Roy, District Officer, Ifadia, estimates the aggregate out- 
.standing secured debt as six times the total of the mortgage loans of 
the current year. His first estimate of unsecured debt is about 70 
per cent, of the secured debt but as the residting average indebtedness 
for the district becomes less than that for the members of the co- 
operative societies, he put down a second estimate for unsecured debts at 
a figure higher than the secured debt. 

81. (d) Bamda Report. — -A method somewhat similar in X3rincipie, 
although differing in details, was adopted in estimating agricultural 
indebtedness in Baroda in 1912. The amount of the outstanding regis- 
tered debt was obtained by taking the sum for 12 years of the value cf 
(a) mortgages with possession, (5) mortgages without possession, (c) 
money bonds over Rs. 1,000 (compulsorily registered) and (d) money 
bonds below Rs. 1,000 (voluntarily registered) and dividing the total 
by 2, on the assumption that half was paid and half remained out- 
:standing. To this figure for secured debts was added (a) twice the 
.same amount as representing unsecured debt and (h) the arrears 
•due to the Government. Seventy-five per cent, of the sum was taken as 
■agi'iciiltural debts and 25 per cent, as iion-agrieultural debts. It is 
thus clear that all the registration methods involve several assumptions, 
whose validity cannot be checked b^' available figures. 

82. Defects of previous methods —It will be noticed that in 
Baroda unregistered debt is taken as twice the registered 
debt, whereas Mr. Mximiii thinks that unregistered debt is 
represented by the small diff:erence between Rs. 11-9-10 and Rs. 12-2-10. 
Six years' figures are taken in Baroda, but ten years’ figures by Mr. 
Miimjn. Comparisons made with all Bengal figxires, as done by Mr. 
Miiiiiin, are not of much practical importance, seeing that very eoii- 
siderable loans, chiefly non-agriciiltural, are effected in Calcutta with- 
out registration by a mere deposit of title deeds. In any ease, unless 
some niethod can be devised to distribute the total debt among agri- 
culturists and non-agriculturistsy no conclusions can be drawn with 
regard to the incidence of agricultiiral indebtedness from the regis- 
tration figures. 

83. Registered debt, — The only use which can be made of regis- 
tration figures is to find out whether they provide a reliable index for 
the incidence of indebtedness, although they may not yield any esti- 
mate of indebtedness in different years. The first point to be cton- 
sidered is the volume of outstanding mortgage debts. It has been 
shown by Mr. Mumin that if ten years’ figures are taken the average 
registered debt very closely approximates to average total debt, which 
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is contrary to experience. It is true that mortgages may remain out- 
standing for twelve years, but as soon as six years elapse, the personal 
liability is extingnislied. Hence it is usual to take some steps towards 
realisation before six years are out. Besides this, the accrued interest 
mounts up at such a rapid rate that the margin between the valiie 
of the property and that of the debt becomes narrowed down within 
six years, requiring some measures on the part of the lender. It is 
common knowdedg^e that some of the new registrations are renewals of 
old mortgages, hence in taking the figures for ten years, one mortgage 
debt may be counted twice over. Apart from these, there is the prac- 
tical difficulty brought about by instability in prices during^ the last 
decade. It is not easy to say what proportion of the rise in the total 
mortgages in recent years is due to rising prices. Thus, from 1918 
to 1919, the index number for raw jute prices rose from 76 to 115 
and the aggregate registered mortgage from Rs. 8i to Ilf crores. If 
an allowance is made for economic ‘dag’^ in certain years, there will 
be found a remarkably close correspondence between prices and regis- 
tered mortgages. The relevant figures are reproduced in the following 
table for twelve years from 1917 to 1928: — 


Year. 

Aggregate value 
of mortgages 
registered in 
Bengal. 

Index number of prices, end of 

July 1914=100. 

Cereals. 

Jute, raw. 

Cotton 

manu- 

facture. 

All 

commo- 

dities. 


Rs. 





1917 

9,71,96,805 

92 

65 

203 

145 

1918 

8,29,04,882 

110 

75 

298 

178 

1919 

11,76,53,130 

163 

115 

295 

198 

1920 

14,99,42,104 ■ 

154 

104 

325 

201 

1921 

18,10,82,437 

145 

83 

280 

178 

1922 

18,27,31,014 

137 

110 

239 

176 

1923 

14,83,61,044 

114 

90 

221 

172 

1924 

14,77,51,694 

123 

102 

229 

173 

1925 

17,13,05,258 

136 

154 

210 

' 159 

1926 

14,90,20,380 

140 

120 

! 173 

148 

1927 

15,42,81,493 

139 

93 

1 159 

148 

1928 

16,40,68,901 

133 

100 

159 

145 


Rrom the above table, it is clear that figures for the last few years 
were affected by fluctuating prices to a less extent than in the years 
just following the Armistice. It is, therefore, reasonable to conclude 
that the total of the registered debt for the last six years repi^esents 
the outstanding registered debt at the end of the period. In the follow- 
ing table the total registered debt and the registered debt per capita 
are given for each district, except Calcutta. In estimating the per 
capita figures, the population as given in the 1921 Census has been 
taken, for on account of changes in district boundaries from time to 
time; it is difficult to interpolate the population at the end of 1928 from 
the Census figures of 1881, 1891, 1901, 1911 and 1921. 
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Estimated' value of registered mortgages outstanding at the end of 

• 1928 

(as deriTecl from tlie figures of mortgage debt for six years ended 1928). 



Aggregate 
value in 

rupees (thousand). 

Per,, capita. 

' 'VRs..:" 

Bttrdwan DmsioN. 

Burdwan 


2,46,75 

17 

Birbhum 


1,32,82 

16 

Bankura 


1,21,82 

12 

Midnapore 


3,39,13 

13 

Hooghly 


1,10,67 

10 

Howrah 


1,32,55 

13 

Presidency Division 
( excluding Calcutta). 

24-PaTganas 


6,32,73 

24 

Nadia . . , . 


89,53 

6 

Murshidabad 

* . 

1,13,05 

9 

Jessore . . 

. • 

1,08,30 

6 

Khulna . . 


2,73,16 

19 

Rajshahi Division. 

Eajshahi 

, , 

1,42,84 

9 

Dinajpur 


1,92,36 

11 

Jalpaiguri . . 


94,17 

10 

Rangpur • • 


2,81,97 

11 

Bogra . . 


2,53,88 

24 

Pabna . . 


1,66,19 

12 

Malda .. .. 


1,06,04 

11 

Darjeeling .. 


27,42 

10 

Dacca Division. 

Dacca . . 

• • 

6,50,01 

21 

Mymensingh 


8,55,08 

18 

Faridpur 


2.17,21 

9 

Bakarganj . . 

•• 

8,34,68 

32 

Chittagong Division. 

Chittagong 

. . 

2,97,54 

18 

Noakhaii 


3,59,37 

24 

Tippera 

. • 

5,43,39 

20 

All Bengal (excluding Calcutta) 

73,22,56 

16 


84. Allocation between agriculturists and non-agriculturists., — In 
Bengal, on account of the Permanent Settlement, there is a consider- 
able number of tenure-holders and proprietors interposed between the 
cultivator and the Government, who cannot be regarded as agricul- 
turists. Strictly speaking, agriculturists should be defined as ordinary 
cultivators ‘Svho hold their land themselves and generally carry cut 
the work of cultivation themselves/^ as has been done in the Bengal 
Census Eeport. In view of the large number of non-agriculturist inter- 
mediaries, it is difficult to determine what proportion of the registered 
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debt is borrowed by agriculturists and wbat proportion by non-agricul- 
turists. As the economic condition of the two classes is not the sanie^ 
the distribution cannot be on the basis of population. 

In the course of his Settlement Report for Midnapore, Mr. A. K. 
Jameson, i.c.s,, has pointed out that an upper limit to the per capita 
registered debt of agriculturists may be obtained on the assumption 
that the whole registered debt is ineurred by agriculturists alone. A 
closer approximation to the correct figure may be obtained by assuming* 
that both agriculturists and non-agriculturists borrow in pioportioii to 
their respective interest in land. It is difficult, however, to determine 
accurately the x^i'oportions of such interest. For, on account of the 
I^ermaneiit Settlement, the land revenue paid does not give any 
reliable estimate of the value of the estate. Similarly, the rents paid 
by tenure-bolders and tenants are often customary. In view of these 
difficulties, the figures for registered debt calculated above can provide 
only some indirect information with regard to the volume and distri- 
bution of agricultural indebtedness in Bengal. 

85. Inquiry among members of co-operative societies in 1919.— 
Although accurate information with regard to the incidence of indebt- 
edness among the whole body of agriculturists in the province is not 
available, some details with regard to the members of co-opei*ative 
societies can be obtained. It appears from Mr. Darling’s ^Tunjab 
Peasant in Prosperity and Debt” that a survey of indebtedness aiiiong 
4,000 members of co-operative societies was made in 1919 by the 
Registrar of Co-operative Societies, Bengal. The report is not avail- 
able now, hut an important result, viz., the average indebtedness per 
eo-ox^erator in Bengal at that time, is given in Mr. Darling’s book 
to be Rs. 120. As each member generally represents one family, the 
.same figure gives the average debt per co-operative family. 

86. The method. — It is impossible to say now what method was 
followed for the investigation in 1919. Presumably, the method 
followed Vv-as that adopted by Mr. Darling for estimating indebtedness 
in tiie Punjab. Briefly tlie method is this. Whenever any member 
of a rural society requires a loan, he has to furnish a full statement 
of his indebtedness to village money-lenders and others. It is true 
tliat^ this is frequently an underestimate, but the error cannot be 
considerable in view of the fact that the debts of each member must 
be carefully checked by other members, who have in most cases full 
and accurate information, before he is allowed to borrow, for, such 
members have unlimited liability and they cannot afford to take the 
risk of introducing borrowers, who may for all practical purposes be 
insolvents. Assuming that the returns submitted are substantially 
correct and adding to those figures the loans granted by rural co- 
operative societies as obtained from their books, the total debts of 
members can be found. 

87. And the result, — This method has been adox^ted by us in the 
present inquiry also. The figures obtained and calculated are shown 
in the accompanying table. The average debt of cQ-opero.tive families 
is Rs. 147, which is higher than that obtained in 1919, but there is 
evidence in the Settlement Reports that the incidence of indebtedness 
is increasing in rural areas. This has also been corroborated by 
several witnesses before our Committee. The figures arrived at by 
the present inquiry do not seem to be overestimated. 
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statement of indebtedness of members of rural co-operative credit 

societies in Bengal. 


Name of district. 

Total 

number 

of 

members 
of rural 
co-opera- 
tive 

societies. 

Total amount of debts 
of such members 
outstanding on 30th 
June 1929 due to — 

Total. 

Average 
debt of 
members 
of rural 
co-opera- 
tive 

societies. 

Rural 

co- 

operative 

societies. 

Mahajans 

and 

other 

financiers. 




Rs. 

Es. 

Rs. 

Rs. 

Burdwah Division (ex- 






CLUDiNG Howrah) 

57,096 

31,59,128 

27,75,002 

59,34,130 

104 

Burdwan (a) 

15,821 

9,79,128 

10,11,019 

19,90,147 

126 

Birbbnm 

20,739 

10,11,308 

10,40,456 

20,51,764 

99 

Bankura (6) 

147 

6,200 

4,510 

10,710 

73 

Midnapore (c) 

14,388 

8,56,017 

6,72,112 

15,28,129 

106 

Hooghly 

6,001 

3,06,475 

46,905 

3,53,380 

59 

PBESiDENcy Division (ex- 






CLUDING Calcutta) . . 

88,673 

56,82,150 

34,74,167 

91,56,317 

103 

24-Parganas . . 

16,072 

7,62,786 

6,46,855 

14,09,641 

88 

Nadia 

28,788 

17,63,338 

10,57,765 

28,21,103 

98 

Murshidabad . . 

13,504 

8,88,237 

5,12,506 

15,00,743 

111 

Jessore 

14,061 

11,02,299 

3,65,254 

14,67,553 

104 

Khulna 

16,248 

11,65,490 

7,91,787 

19,57,277 

120 

Rajshahi Division 

71,750 

64,68,593 

40,26,866 

1,04,93,459 

132 

Rajshahi 

14,i89 

11,77,926 

6,78,085 

18,56,011 

128 

Dinajpur . . . . 

6,846 

5,06,079 

5,26,890 

10,32,969 

151 

Jalpaiguri 

2,377 

1,34,155 

1,61,681 

2,95,836 

124 ■ 

Rangpur (di . . 

7,659 

8,54,823 

5,93,288 

14,48,111 

189 

Bogra 

12,203 

11,34,323 

8,97,472 

20,31,795 

167 

Pabna (e) 

18,640 

17,17,390 

8,24,473 

25,41,863 

136 

Malda (/) 

5,732 

4,86,190 

1,46,755 

6,32,945 

110 

Darjeeling 

3,804 

4,55,707 

1,98,222 

6,53,929 

172 

Dacca Division 

102,626 

1,14,28,878 

89,85,221 

! 2,04,14,099 

1 , : y .199 

Dacca 

24,143 

32,02,102 

' 22,95,210 

54,97,312 

228 

Mymensingh . . 

39,783 

50,03,173 

50,11,199 

1,00,14,372 

'.252:' 

Faridpur (g) . • 

18,847 

12,27,294 

2,76,694 

15,03,988 

80 

Bakarganj 

19,853 

19,96,309 

14,02,118 

33,98,427 

171 

Chittagong Division (ex- 






cluding Chittagong 






Hill Tracts) 

56,563 

55,97,714 

38,25,213 

94,22,927 

167 

Chittagong 

8,717 

6,73,302 

2,40,460 

9,13,762 

105 

Noakhali 

17,433 

15,26,034 

6,31,990 

21,58,024 

124 

Tippera 

30,403 

33,98,378 

29,52,763 

63,51,141 

209 

Total 

376,698 

3,23,34,463 

2,30,86,469 

5,54,20,932 



(a) Figures for Asansol Central Co-operative Bank, Ltd., were not available. 

(b) Figures for Bankura Central Co-operative Bank, Ltd., were not available. 

(c) Figures for Belbera, Ghatal, Midnapore and Kelar Bolorampore Central Co-operative 

Banks, Ltd., were not available. 

(d) Figures for Kurigram Central Co-operative Bank, Ltd., were not available. 

(e) Figures for Shahzadpur Central Co-operative Bank, Ltd., were not available. 
if) Figures for NawabganJ Central Co-operative Bank, Ltd., were not available. 

(g) Figures for Goalundo Central Co-operative Bank, Ltd., were not available. 
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88. Is generalisation possible? — ^The problexii now is to find^ out 
if tliese figures can be utilised to yield a pi*oper estimate of agricul- 
tural indebtedness in tlie province. It is true tliat practically all tbe 
members of rural societies are agriculturists, but they form only a 
small proportion of the total agricultural population. The question 
naturally arises whether they form a fair sample of the whole body 
of agriculturists. At one end of the scale, there are people, who are 
so well off that they do not desire to incur the risk of unlimited liability 
by enlisting themselves as members. At the other end, there are 
persons, who are so poor that they are refused membership. It is 
therefore not unfair to assnine that the co-operative population re- 
present the median agricultural population. The average obtained 
for co-operators is, therefore, a reasonably accurate estimate of the 
average for the whole body of agriculturists. 

89. Comparison with figure for registered debt. — Let us now con- 
sider if the figure obtained above for the registered debt per capita, 
viz., Rs. 16, bears out this contention. The amounts borrowed by 
members from rural societies are mostly against personal security, 
while the amount borrowed fiom outside are mostly ag‘ainst mortgages. 
For, as their liability to rural societies is unlimited, other lenders 
must have specific securities for their own loans. But, as explained 
above, outside debt is often somewhat underestimated, while a small 
percentage of the loan granted by rural societies is against mortgages, 
as a check against further borrowing by members. Even if allowance 
is made for these, it will be seen that the relative proportion between 
secured and unsecured debts of members of co-operative societies is not 
the same in each district, depending, as it does, on the spread of edu- 
cation and various other factors. Taking Bengal as a whole, if the 
figure Bs. 2,30,86,469 for outside debts is pulled up a little, and the 
figure Bs. 3, 2?!^, 34,463 for inside debts is pushed down a bit, their 
relative proportion becomes, say 27:30 or 9:10. Hence it is not 
unreasonable to assume that the per capita unregistered debt is about 
Bs. 18, compared to the per capita registered debt of E-s. 16, the total 
coining up to Bs, 34. This has to be multiplied by the average num- 
ber of persons in a family in order to arrive at the average indebtedness 
per family. It has already been stated that according to Mr. Jack, a 
typical family in Faridpur consists of five persons including children. 
From the more recent Settlement Report for the district of Bankura, 
it appears that the average strength of a family is 6*2. The village 
surveys undertaken by the Committee also point to the same figure. 
If it is assumed that each house in Bengal villages was occupied by 
one family, an all-Bengal figure may be arrived at. In rural areas 
in Bengal there were, according to the 1921 Census, 8,461,335 occupied 
houses and 43,509,236 persons, yieldingfan average of 5:1 persons per 
family. Hence the average debt of rural families is Bs. 34 multiplied 
b}- 5*1 or about Bs. 175, including both agriculturists and non- 
agTiciilturists. 

90. Estimate of agricultural indebtedness. — The question now arises 
whether this figure affords any clue to the average debt of agricultural 
families. It is common knowledge that although agriculturists are 
more heavily indebted than non-agriculturists, they are less hir/hly in- 
debted. In other ’words, the average debt for agriculturists is lower 
than that for non-agriculturists. It follows, therefore, that the average 
debt of agricultural families in Bengal should be below Bs. 175, but 
not very much below it, in view of the fact that agricnlturists form 



70 


tlie predominant bulk of tbe rural population. Again, as outside 
debts are somewhat underestimated, as explained above, the correct 
average debt for agriculturists must be a little higher than Es. 147, as 
obtained above. In the absence of any detiiiite information, it is not 
unreasonable to assume that the average debt of agi'icultural families 
in Bengal lies midway between these upper and lower limits, and 
may therefore be put down as Es. 160, which is about 9 per cent, in 
excess of Es. 147. A further justification^ for this assumption is 
afforded by the figures arrived at from^ intensive village inquiries. 
For instance, the average debt per agTieulturist family in Bogra 
district has heeii estimated above at Es. 167, on the basis of figures 
from co-operative societies.. The corresponding figure for a fairly 
typical village like Karimpur is nearly Es. 178, which is about 7 
per cent, in excess of Es. 167. One may, therefore, reasonably con- 
clude that the average debt per agriculturist family is Esc 160. The 
per capita debt of agriculturists reduces to Es. 4^1, approximately, 
yielding a total debt of (29-9 milliotis x Es. 31) or 93 erores of rupees 
for agriculturists as a whole, as defined above. In this, some tem- 
porary loans, e.g., paddy loans incurred in kind, have had to be 
necessarily omitted. To quote Karimpur figures again, the total out- 
standing loan was Es. 9,132, and the paddy loan in kind was 159 
xnaunds at Es. 3-8 a maund on an average, i.e., valued at Es. 557, 
which amounts to about 6 per cent, of the total outstanding loan. Mr. 
Jack estimated this j)roportion at 5 per cent, for Taridpur. Assuming 
a similar percentage for the whole of Bengal, the total agrioulturai 
iJ^t becomes roughly Rs» 100 erores, 

91. Paddy loans*— Although temporaiy and permanent loans are 
lumped together in the above estimate, it will be convenient to treat 
them separately. One important class of temporary loan is incurred 
in kind (paddy in Bengal) generally during the last month of the 
Bengali year, when the stock of paddy is nearly exhausted and there 
is extreme pinch of necessity for food (and in rare cases for seed also). 
But the transaction in quite a large number of cases is represented 
as a money loan. 

92. Their terms. — It appears from inquiries made in the district 
of Bogra where this system of loans is widely prevalent that the 
usual practice is for the lender to take from the borrower a bond of 
1|- times or double the market price of paddy advanced, carrying an 
interest of 37| per cent, per annum. The implied understanding is 
that if the borrower pays in cash the sum entered in the bond at the 
time of the next harvest, no interest will be charged. If, however, 
there is a default, the interest mentioned has to be paid. The rate of 
interest varies in different parts of the district and is sometimes as 
high as 80 per cent., leaving out the amount added to the principal, 
at the time of granting the loan. One peculiar practice to be found 
only in a few areas is to exact one maund of jute at the time of ihe 
harvest in exchange for one maund of paddy lent during the lean 
months. These are, however, dying out as jute is becoming relatively 
more costly than paddy in recent years. Another method of contract- 
ing short loans is by means of satta patras, i.e., undertakings to deliver 
fixed quantities of produce at much below the market price in con- 
sideration of a loan granted during lean months. Such lorais are still 
prevalent in the districts of Mymensingh, Eaiigpur and Rajshahi. 
It appears from a document printed in Appendix IX, which was 
tendered as evidence in S. C. 0. Suit Xo. 705 of 1928 in the district 
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of Myineiisiagli, tliat a loan of Es. 30 was granted on 2nd Jaistha 
1334 B. S. requiring repayment by 1st Magb of the same year (i.e., 
eight months later) by means of 30 mannds of paddy, having a market 
value of not less than Rs. 90. Apart from the necessity for food and 
seeds, which makes borrowing on such unfair terms possible, the 
agriculturist has frequently to borrow for the hire of labourers during 
the cultivation season, specially for jute, which requires careful and 
repeated -weeding. In fact the dadan or advance system in the case 
of jute is required as much by the necessity of the he pari to procure a 
sufficient quantity of jute, as by the cultivator for weeding and washing 
the fibre. 

93. Tamporary loans lead to peririatieiit debts. — It is true that these 
loans incurred for various purposes by diverse methods at ditterent 
seasons of the year are all short loans, but they nevertheless make a 
heavy inroad into the income of the agriculturist. The shortness of 
the period for which the loan is incurred, does not obviate the neces- 
sity of paying high rates of interest and high premia on the principal 
amount borrowed. vSo much so that a portion of it frequently remains 
outstanding, especially after a had season, and has to be added to the 
permanent debt. 

94. Examination of causes of indebtedness— (a) Litigation. — This 
is by no means the only cause of permanent indebtedness. ]Sror are 
the causes so simple as is usually imagined. '‘Only the absolute im- 
providence of the people and their fondness for litigation/' writes 
an experienced Settlement Officer in Bengal, “can account for the 
great majority (of agriculturists) not being out of debt." Extra- 
vagance and litigious habits of the agriculturists" said a witness before 
our Committee, “are primarily responsible for their indebtedness." 
To take the second reason first, it is difficult to substantiate the charge 
that the Bengal agriculturist is really litigious. If the total number 
of civil suits instituted in Bengal during any one year is analysed, it 
will be apparent that the number is unduly swelled by rent-suits, for 
which the agricultural tenants are not responsible. For instance, 
during 1927, out of a total of 646,831, rent-suits accounted for 331,467 
or 51 *5 per cent. The suits for money during the year were much 
lower in comparison with the other Presidencies. The number of 
money-suits per 1,000 of population in Bengal, Madras and Bombay 
were 5:40, 10:14 and 9:56, respectively. From a detailed analysis 
of suits, instituted in the several subdivisions of Jessore during 
the period 1917 to 1921, and quoted in his Settlement Report for 
the district, Mr. Mumin comes to the conclusion that only about 4 
per cent, of the population is engaged in litigation of all kinds. 

95- (b) Social ceremonies. — The charge of improvidence against 

the agriculturist is substantially correct, hut not in the conventional 
sense of extravagance in social cei*emonies alone, which accounts for a 
small portion of the ^ debt incurred by him. The remarks of the 
Deccan Riots Commission, 1875, on this point will bear repetition: — 

“ undue importance has been given to the expenditure on 

marriage and other festivals.... the occasions occur seldom, and 

probably in a course of years the total sum spent in this way by any 
raiyat is not larger than a man in his position is justified in spending 
on social and domestic pleasures. The expenditure forms an item of 
some importance in the debit side of his account, but it rarely appears 
as the nucleus of his indebtedness." 
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96. It is true that Mr. Burrows, who carried out a detailed economic 
survey of the village Talnia in the Faridpur clistric^ at the instance 
of the Agricultural Commission, states that about 57 per cent, of the 
debt was incurred for marriages, but he qualifies this statement with 
the remark that there is often second or third niha. Such circum- 
stances are however not common in other places in Bengal. In any 
case, the different figures for debts published by him, viz., total out- 
standing debt, the per capita debt for the whole population, the per 
capita debt for borrowers alone, etc., do not agree with one another. 

97. The intensive village inquiries carried out by the Committee 
show that quite small debts are incurred for social ceremonies. To 
give only one instance, in the village Karimpnr in the Bogra district, 
there were 52 agriculturist families having a total debt of Rs. 9,132 
in cash and 159 maunds of paddy in kind. The latter was incurred 
wholly for food. The various purposes for the former could not be 
ascertained, but the purposes for which loans were incurred during 
one year (1335 B.S,, i.e., 1928-29) were stated to be as follows: — 




Rs. 

Por repayment of old debts 


389 

Por capital and permanent improvements including purchase 

1,087 

of cattle. 



Por land revenue and rent 

, , , ■ . . . : , 

573 

Por cultivation 


435 

Por social and religil>us ceremonies , . 


160 

Por litigation 

■■ . ■■ ' ' ' ■■■ 

15 

Por other purposes 


66 


Total 

2,715 


While the figures cannot be taken as representative for the wTiole of Ben- 
gal, they nevertheless tend to show that litigation and social and religions 
ceremonies make but small contributions to the total indebtedness. At the 
same time the figures clearly show that the agriculturist is obliged to in- 
cur a considerable loan for current expenses, e.g., for cultivation or rent 
or even for food, showing that he has no capital of his own on which 
he can depend. Another disquieting feature is that his debt is not 
agricultural capital in the proper sense of the term, the capital invested 
in his stock in trade being only Rs. 1,087 in the above table. It rs 
clear therefore that the agriculturist is as a rule improvident, althougli 
the ^ reasons have to be looked for elsewhere than in litigation and 
festivals. 

98. (c) Poverty. — Paradoxical as it may seem, the real cause for 

improvidence is poverty. It has been seen in Chapter II that very 
little surplus is left to the Bengal agriculturist after meeting his bare 
necessities, so much so that it is difficult to provide even for the necessary 
depreciation on all his capital, not to speak of specially unfavourable 
circumstances, such as fires, floods, epidemics among men or cattle, 
absence of seasonal rainfall and unusually low prices of jute, whether 
on account of over-production or falling-offi of demand. ' In fact, the 
conditions are so uncertain that the agriculturist is often compelled 
to discount his future income on anj^ terms to relieve present necessity, 

^ 99. It cannot be disputed that if an agriculturist is in extreme 
indigence, he has no assets worth the name against which he can 
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obtain loans. Tbiis grinding poverty can never be a cause of indebted- 
ness. But it must also be conceded that there is a kind of poverty, 
which, while not amounting to insolvency, nevertheless makes for pre- 
carious and uncertain living. It is this latter class of poverty, which 
is the real cause of indebtedness among agriculturists in Bengal. 

100. (d) Expansion of credit. — It will be however going too far, 
as has been done in some Settlement Reports, to ascribe the undoubted 
increase in the volume of indebtedness in recent years to the expan- 
sion of credit of the agriculturist consequent on high prices. For, the 
rise in prices since the outbreak of the War, which reached its 
maximum in 1920, is more apparent than real, and has affected Bengal 
agriculturists adversely. From the table of index number of prices 
quoted earlier in this Chapter, it may be seen that the indices for 
ceiears and jute were both lower than the all commodities index and 
very much lower than the index number for cotton manufactures 
throughout. In other words, the prices of agricultural commodities 
rose proportionately much less than others, with the result that even 
with the increased number of rupees in his hands the Bengal raiyat 
could purchase less of commodities than before. In fact in an interest- 
ing diagram in the “CapitaF" for 15th August 1929, it has been clearly 
shown that he got less real value for jute throughout the^ post-War 
period than in 1913, when allow^ance is made for the variation in the 
purchasing powder of money. Much is made of the tin-roofs which 
have replaced thatching grass in some villages. But, as Mr. Sachse 
has rightly pointed out in his Settlement Report for the district ^ of 
Mymensingh, where ''cultivation has almost reached its full limits, 
the use of tin instead of thatching grass is really an economy. The 
tin lamps, umbrellas, the crockeiy, which 'were unknown to his grand- 
father, but are now bought by the Bengal agriculturist, are all of the 
most tawdry and cheap manufacture. That his purchasing {power 
has not improved is amply borne out by the present trade depression 

101. (e) High rate of Interest. — Closely connected with the poverty 
of agriculturists is the high rate of interest they are called upon to pay. 
While this fact is agreed upon by all, there are two different interpre- 
tations. One is that the mahajan is obliged to lend against the 
security of precarious assets, so much so that he is obliged to add the 
risk of non-realisation to the normal return on capital. It has even 
been suggested that the agriculturist insures himself and his family 
by taking a loan, for the village money-lender must be prepared to 
throw avray good money even after a bad debt, when he has the 
remotest hope of realisation, and must therefore pay further doles to 
his borrower.^ On the other hand, it has been urged that the mahajan 
has no conscience and charges what the raiyat will bear. While tJie 
latter condition may still hold good in remote places, where there is 
no competition due to the operation of outside agencies, such as loan 
offices and co-operative societies, it cannot be disputed that the condi- 
tions of borrowing are improving. According to the Census Repo 3 't 
for 1921, the business of money-lending increased considerably during 
the previous decade, but there are signs that the progress has been 
somewluat checked in recent years. In any case, whether there is 
competition among money-lenders themselves or with outside agencies, 
the effect is^ the same, viz:., that the agriculturist is not in the same 
helpless position as before. The above analysis tends to show that 
the prej^ent high rate is not merely the cause of indebtedness; it is 
also its effect. 
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102. Effect of indebtedness— (a) Conditions of borrowing^The 

effect of indebtedness mav be best studied from three different points of 
view viz., conditions of borrowing, purposes for which loanpv are 
incurred and the sources of loans. It has been pointed out above that 
ao-ricailturists are compelled to incur paddy loans only from a pinch of 

n6cessityj and the terms are very onerous. In fact, even if tlieie .is no 
leo*al pfedge of the crops sown against short loans, the lender geiieraiiy 
sends a man roimcl at the time of the harvest and takes away his^ share 
of the crop. Even for loans in cash, the conditions still remain un- 
favourable to the agriculturist. His illiteracy and ignorance of 
business methods are sometimes exploited by the lender. High premia 
at the time of granting the loan and other malpractices are not also 
entirely unknown. The rates of interest charged are in some cases 
purely customary. From the table of interest rates charged by a 
monev-lending firm in the district of Bogra, printed in Appendix 
VI (6), it may be seen that the rates have remained fairly iimforni 
during the last three decades, in spite of varying economic conditions. 

lOo. In any case, the conditions of borrowing are siicli that a 
big share of tte income of agriculturists is eaten up by interest and 
other charges, making repayment of loans very difficult. Debts aie 
often repaid by further loans. As has been well said, ^The cultivator 
is bf 3 rn in debt, increases his debt throughout his life and dies more 
hopelessly in debt than ever,^^ 

104. (b) Pyrposes of loans. — One peculiar feature of agricultural 
indebtedness is that it is in most cases a mark of distress, whereas in 
the case of other industries, borrowed finance is a normal feature. As 
the loans are mostly for unproductive purposes, the pressure of in- 
debtedness falls very heavily on the raiyat. Leaving out his floating 
loans, even the funded loans are not wholly for agricultural improve- 
ment,’ A high debt does not necessarily imply substantial assets 
leading to increased productivity. Therein lies the tragedy of agri- 
cultural indebtedness. Even if the interest rate is high, the borrower 
is benefited, if the extra income derived from the loan is greater than 
the interest payable. If the debt had been, as it should be, only 
another phase of credit, the problem of indebtedness would have been 
very easy of solution. 

105. (c) Soyrces of loans. — ^Another equally disquieting feature 
of agricultural indebtedness is that there is not much loaning among 
agriculturists themselves. The following analysis of the outstanding 
debt of Karimpiir will make this clear: — 


Lender, 

Amount. 

Maximum 
rate of interest 
per annum. 

Minimum 
rate of interest 
per annum. 


Bs. 

Per cent. 

v,:''';Per cent./y'':;;;'' 

Village mahajan 
€o -operative societies . . 

Loan office 

Other creditors . . • . 

7,308 

650 

382 

792 

37| (compound) 
15-| (simple) 

m { ) 

25 ( „ ) 

25 (simple) 

15f ( „ ) 

m ( .. ) 

Total w. 

9,132 

37i (compound) 





The bulk of other creditors are agriculturists who sometimes lend 
among their relatives and friends without any interest. There is 
not a single cultivator in the village, who received any loan from the 
(joveriinient either under the Land Improvement Loans Act or under 
the Agriculturists^ Loans Act. In the vast majority of cases of agri- 
cultural loans in Bengal, the lenders are non-agriculturists, so that a- 
portion of the agricultural income is gradually passing into their 
hands, depleting further the already scanty stock of agricultural 
capital. In some cases, the lender acquires the land, reducing the 
borrower to the status of an under-raiyat or of a bargadar who has 
to pay more as rent. The inevitable result is agricultural decline, for 
the cultivator naturally loses all interest in his work when the fruits 
of his toil are shai^ed by others. The effective solution of agricultural 
indebtedness consists not only in relieving the present burden, but also 
in augmenting agricultural capital. How far the short-tenn require- 
ments are met at present and how the existing facilities may be 
improved upon, are discussed in the next chapter, while the long-term 
needs and their solution are dealt with in Chapter VI. 
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CHAPTER V. 

Intermecfiate Agricyftyral 

106. Necessity for financing agriculture.— In agriculture tlie 
producer must wait for a period whicli is well known before he can 
expect the turnover on his outlay. There are always definite intervals 
between cultivation, sowing and harvest. It is therefore necessary for 
him to live on a system of credit to meet the expenses of cultivation 
and maintenance of his family until he can market his produce, unless 
he is in possession of sufficient capital. Unfortunately he is seldom in 
affluence and he must borrow., This is the case not only in India, but 
in almost every country in the world. 

107. Requirements which need financing. — In this chapter we have 
dealt with those credit requirements of the Bengal agriculturist which 
are seasonal and intermediate in character. We have assumed that he 
has the necessary lands by inheritance or has already obtained the 
necessary capital or credit to be in command of land. He now needs his 
cattle and implements of cultivation, must obtain his seeds and manure 
and has, in addition, to hire labour for the production of the crops, if 
necessary, and secure the means to pay his rent, cesses, rates and taxes 
and the household expenses. If his land is irrigated by a Government 
canal he has to meet the water rates as well. 

108. Dependence on rainfall.— Except in the few irrigated areas, 
the agriculturist has to depend upon seasonal rainfall for the production 
of the crops. With the best of his skill and energy, he is still dependent 
upon timely rainfall all throughout the cycle of production. He is 
subject to exceptional risks fix)m insufficient or irregular rainfall, floods, 
cyclones and hailstorms. The Bengal agriculturist has to be a fatalist, 
for, liow'-ever capable and industrious he may be, a shower of rain in 
time or its absence may make him or mar him for the rest of the year. 
The selection of crops depends on the nature and the capacity of the 
soil and on the rainfall, but while the former are well known and proved 
by the experience of centuries, rainfall is always uncertain although 
its general distribution is fairly well known. 

109. ^ General distribution of rainfall. — The dry cold weather in 

Bengal is generally followed by a break of about two months of scanty, 
uncertain and occasional rainfall. In the early spring months the 
sea-winds bring in clouds which are precipitated chiefly in the form 
of storms in March and April known as norwesters. It is at the 

beginning of this season that hailstorms are most frequent. In 

western and (‘.eiitral Bengal two or three such storms generally occur 
in March. In eastern and northern Bengal showers are frequent in 
March. In April and May the rainfall is pretty general. The spring 
rains are, however, heavier along the coast line and on the eastern 

margin of the Gangetic delta. Following a fortnight or three weeks 

of hot dry weather, the monsoon breaks by tbe second or third week 
pf June. The rainfall is heavier near the northern and eastern hills. 
The quantity of rainfall diminishes ceteris paribus with the distance 
from the coast line, hut increases rapidly on approaching the hill ranges. 
From June to September the rainfall is fairly steady, but in the closing 
periods of the monsoon there ai’e often cyclones and heavy storms. 
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110. v Gtneral system' of agrioulture.— The ■ Tancl ; is: ^ 
immediately after the first rains in spring for the cultivation of the 
autumn paddy (aus) and jute and is sown with these crops in the 
beginning of April. The harvesting comihences in August and 
finishes by September. The winter paddy (aman) is sown in seed beds 
in May and June and transplanted in July and August. This crop 
is harvested in December. The pulses and other food crops and the oil 
seeds (often grown on the same field as aus or jute) are sown in 
September and reaped in March. The intervals between sowing and 
reaping is about 6 months in the case of aus and jute, 8 moiiths for 
aman and 5 months for rabi crops. 

111. Agricultural implements. — The first credit requirements of a 
Bengali agriculturist are for purchase of agricultural implements and 
of a pair of cattle. Ilis implements, though of primitive construction, 
are w'ell suited to the conditions of the alluvial soil and the capacity of 
his cattle. The nature of the soil does not ordinarily' require deep 
ploughing and in some cases deep ploughing is dangerous as it may 
turn over inferior subsoil, sand or kankar. The Bengal cattle, through 
decadevS of under-feeding and want of pasture lands and suitable 
nourishing fodder crops, cannot stand the strain of the heavy plough. 
In stiff clay soil, deep ploughing causes the slice of earth turned over 
I’apidly to bake in the sun and it becomes too hard to be easily broken. 
The indigenous light plough may necessitate frequenter tilling but that 
only malces for a fine tilth which retains the snbsoil moisture while 
absorbing rain water. For this reason, and also because the farmer 
cannot afford higher prices, there is not much scope for improved 
implements in Bengal. The essential equipment of a cultivating 
raiyat are a plough, a harrow, a ladder (clod-breaker), a sickle and a 
weeder, and are priced as follows: — 




Rs. 

A. 


Rs. 

A. 

One plough 


.. 4 

6 

to 

7 

4 

One harrow 


. . 3 

4 


4 

6 

One ladder 

. . 

.. 0 

6 

? j 

0 

8 

One sickle 


.. 0 

8 

j j 

0 

10 

One wedder 

, , ... 

.. 0 

6 

91 

0 

8 


Total 

8 

14 

>> 

13 

4 


The ploughshare requires to be weekly tempered, during use, by the 
village Idacksmith who charges about IJ pies to 3 pies for every 
occasion. This requires an annual expense of 4 to 8 annas. The 
wooden parts of the plough have also to be changed after six months 
involving an extra 6 to 10 annas. Including ropes, baskets, etc., the 
annual charges of maintenance and repairs come to about Re. 1 to 
Re. 1-8 and the outlay on agricultural implements may he Rs. 10 to 
Rs. 11 or Rs. 10-8. They last about four years on an average, hence 
we have estimated the annual cost as Rs. 2-10 and Re. 1 for 
maintenance. 

112. Cattle. — A pair of bullocks ready for the plough cannot be 
purchased for less than Rs. 60 and they can give service for only 
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about five years and we baye therefore taken Es. 12 as tbe average 
annual charge for bullocks. As. a rule, the cultivator feeds them on 
paddy straw grown in his own farm and on grass cut by himself during 
the rains. We have not therefore taken into our account any cost of 
the feed of the cattle. 

ll^h Seed- — The Bengal cultivator almost always buys liis paddy 
seed or borrows it from a • niahajan. This seed has to be specially 
grown, matured and preserved and not many cultivators engage in this 
business. A niaiind of seed is required for an acre of land costings 
about Es. 3. Jute seed is invariably purchased, and three seers are 
nsed pel* acre. The price now ranges from Es. 40 to Es. 45 a inaimd 
for seeds selected and tested hy the Agricultural Department. In 
Chapter II we have estimated that the average cultivator’s holding 
consists of 5:21 acres in all, or excluding fallow and waste, 3:95 acres. 
Taking the proportion of doubly cropped area to the net cropped area of 
the whole province we find that about ;8 acre in an average holding bears 
a second crop. Again, taking the proportions of the areas under 
difierent crops to the total cropped area for the whole province, the 
cultivated area of 4 *75 acres in an average holding will bear paddy in 
3:5 acres, jute in *45 acre and other crops (say rabi crops) in ;8 acre. 
The cost of the seed will therefore he as follows ; — 

FeiMy at 1 maund per acre for 3*5 acres at Es 3 


per maund . , .. . . 10 8 

Jute at 3 seers per acre for *45 acre at Es. 45 
per maund , . . . . . 1 8 

Other crops for *8 acre may he taken at . . 10 

Total .. 13 0 


114. Manure. — Very little manure is ordinarily employed, except 
the dung of cattle. Tlie silt from the floors of tan.ks and marshes is 
also used. Green manuring is not unknown, and leguminous plants 
are sometimes grown and ploughed in. The stumps of the paddy 
straw left on the field are set fire to and the ashes are ploughed in. For 
manuring valuable crops like tobacco, vegetables or sugar-cane, the 
cultivator uses oilseed cake, which he has to buy. We have not 
however estimated anything for the cost of manure. 

115. Hired labour. — Much of the field labour is provided by the 
cultivator and his family. But it often happens that a certain 
agricultural operation has to be completed within a limited time 
to take the fullest advantage of the atmosxdieric conditions; for 
instance, a field must be ploughed before it dries hard, sown just when 
the rain is threatening, weeded before a shower of rain turns it to a 
mire and harvested before the rain beats down the heavy ears. Thus, 
he has often to hire labour for ploughing and sowing, and he 
invariably has to hire some labour for weeding and reaping\ In some 
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cases tlie ciiltiTators iiuitually assist eacli other -without any wages, hut 
in most cases the agricultural labourer has to be hired. ^ When the 
holding is large and the family small, the proportion of hired labour is 
necessarily greater.. Inquiries were made to ascertain the cost of 
cultivation excluding labour of the cultivator and his family in the 
districts of Birbhiim, T^adia, Bogra, Tippera and Mymensingli during 
our intensive enquiry. The minimum cost of labour, according to these 
enquiries, ranges from Es. 16 to Es. 25 per acre for paddy and Es. 25 
to Es. 40 for jute. We consider these figures to be rather high. The 
actual cost of labour per acre including the labour of the cultivator and 
his family is given by the Director of Agriculture as Es. 50 per acre 
for jute, *Es. 27 for paddy and Es. 19 for rabi crops. In an average 
holding, we estimate that Es. 20 has to be expended for hire of laboxir 
for each acre of jute and Es. 9 for paddy. For the winter crops (Tabi) 
no hired lal)our is ordinarily employed. The cost of hiring labour in 
an average holding will be as follows: — 

Rs. A. 

o’o acres paddy at Rs. 9 per acre . . . . 31 8 

*45 acre jute at Rs. 20 per acre . . . . 9 0 


Total . . 40 8 


116. Rent, cesses and rates. — The average rent of agricultural land' 
has been found in Chapter II as Es. 4-13 per acre. The average rent 
of a holding of 5-2 acres is Es. 25. The cesses at half anna per rupee 
will be 12 annas. There is ordinarily a talniri or commission paid to 
the landlord's agent and this at 1 anna per rupee will he Re. 1-9. The 
total amount of union rates realised is Rs. 42,50,273 from the Union 
Board population of 19,856,117. This works at Ee, 1-1 for a family 
of five persons. The ehaukidari tax closely approximates the union 
rate. The rates and taxes payable by an average agriculturist may 
thus be taken to he Ee. 1-1. 

117. Food. — We now proceed to estimate the living expanses of an 
agricultural family. The breakfast is of cooked rice soaked in water- 
overnight and eaten with salt or gur. The dinner consists of rice, dal. 
and curry with vegetables. The supper is a repetition of the same courses 
as comprise the dinner, hut often in smaller quantities. Fish is eaten 
sparingly in the dry districts but is more common in the neighbourhood 
of rivers and hih where it is cheaper or easily canght. Meat is not. 
ordinarily eaten by any class, Hindus or Mussulmans, and is seldom 
purchased. But where caste restrictions are not rigorous, the flesh of' 
goat, or poultry reared in the farm or eggs are sometimes eaten. Beef 
is eaten by Mussulmans and pork is taken by the lowest Hindu castes, 
but very little is spent by the ordinary cultivators in the purchase of 
these meats. We have not therefore taken any account of the cost of 
meat in our estimate. Milk also is hardly ever purchased. The scanty 
production of the farm cows is given to the children and the surplus, 
if any, is sold. In his Settlement Report of Jessore, Mr. Mnmin has 
made a detailed estimate of the cost of food of an ” verage agriculturist: 
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family of five amoimting to Rs. 197-10. An estimate can also be made 
on the basis of the rations given to the labouring prisoners according to 
the rules of the Bengal Jail Code. The jood required for four such 
prisoners vshoiild be equivalent to that of 5:15 members of an average 
family. We give the details of these two estimates below: — 


Item. 

Mr. Mumin’s 
estimate. 

Estimate 
' according to, j ai! 
rations.,, , 


R«S. A. 

: Rs. v A.- V 

Rice . . . ' . ■ . ■■ 

147 2 

123 

Salt 

3 8 

3 8 

Dal, fish and vegetables . . 

24 0 

48 4 

Spices . . • . 

6 0 

2 11 

Oil .. 

12 0 

21 6 

Gur 

6 0 

3 14 

Antiscorbutics 

•• 

1 0 

Total 

197 10 

203 1 


Mr. Muniin's estimate is for a very poor and not an average family. 
Our experience is that the average agriculturist at home consumes more 
spices j sugar and other articles of diet than provided in jails. We do 
not think that if we raise the jail- estimate by 10 per cent, we shall be 
far out. Our estimate for the food of a family is Rs. 225. 

118. Clothing. — The cost of clothing required for an average 
family is estimated at Rs. 7 per head or Rs. 35 per annum. This will 
provide for three dhuties, three small dhuties, three vests or coats, 
three gaiiichas or towels and one thick cliadder for each of the two 
men, four saris and two. gamchas for the woman and four small dhuties, 
a coat and one thick chadder for each of the two children. 

119. Miscefianeous expenses. — Tobacco, betel leaves and betel-uuts 
are universally used. We estimate the cost of tobacco to he a pice a 
day and the betel leaves and nuts at two and a half pice per week, the 
total cost coming to Rs. 7-12 a year. Lighting oil (kerosene) and 
matches at a pice a day will cost Rs. 5-12. The repairs and renewals 
of the house, furniture and utensils have been estimated to cost Rs. 12. 
The social ceremonies at birth, marriage and death and the religious 
ceremonies, which are all imperative, may be taken to cost Rs.^ 15. 
The miscellaneous expenses such as may he required for medicines, 
education of children, amusements, litigation and entertainment of 
relations and other guests, will cost Rs. 22 more. 
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120. Average v^^P^iiditiire per^ . faniilf*.— Tke ■ ^annmj 

expenditure of an average agTicnltural family of 5*15 persons ciiltivating; 
a farm of 5*21 acres is estimated as follows: — 

Cost of cultivation— : 

. , Rs. A., '■ 


' Implements .. .. ■ 

3 

10 



Cattle ■ . . ■ 

12 

0 



Seed .. .'. 

13 

0 



Manure ' ■ , . , ■ . . 

0 

0 



Labour . . . . . . 

40 

8 



Total 


> 

69 

2 

'Bents, cesses and rates — 

Rs. 

A. 



Rent . * . . i > 

25 

0 



Cesses . . . , • * 

0 

12 



Commission .. .. .. . . 

1 

9 



Rates 

1 

1 



Total 

• 

‘ 

28 

6 

Rood . . ... • V 



225. 

0 

Clothing 



35 

0 

Miscellaneous — 

Rs. 

A. 



lighting .. .. .. 

5 12 



Tobacco and betel . . * . . 

7 

12 



Repairs and renewals .. .. 

12 

0 



Social and religious ceremonies 

15 

0 



Miscellaneous including education, amusements, 
entertainment of relations or visitors . , 

22 

0 



Total 

• 

• 

62 

8 

Gbaitb Total 

• 

• 

420 

0 


121. Annual credit requirement of an average agriculturist family. 

— ^Th.e bulk of the requirements of rice costing Es. 150 a year has not 
4o he purchased. We may assume that only Es. 50 is spent on 
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purcliasing rice. The cash requirement of the family would therefore 
he Es. 100 less than total expenditure. This requirement of Es. 320 has, 
to he met from the sale of the pi'odiice and from loans, but as the. 
processes of agricnltiire are spread over the whole year, we have assumed, 
that one half of this (Es. 160) has to be borrowed as short-term or 
intermediate loan, to be repaid- after the next harvest or at the latest 
within five years. The total ■ eequibement Foit the short axi> 

INTERMEDIATE LOANS FOR THE SIX MILLION AGRICULTURIST FAMILIES WE, 
ESTIMATE AT Rs. 96 CRORES. 

122. Credit facilities now existing. — These loans are now supplied 
by the co-operative societies (Es. 4 crores), loan offices (say about Es. 2> 
crores) and the village money-lenders, professional as well as casuaL 
None of the organised banking institutions assists the agriculturists 
directly. The Imperial Bank does so to a very small extent through the^ 
co-operative societies. The part played by the Government has been 
described in Chapter III. The methods of indigenous bankers and 
money-lenders and their rates of interest and other conditions are 
described in Chapters XIII and XIV. The co-operative societies and 
their methods are more fully explained in Chapter XI and the loan 
offices in. Chapter XIV-A. These need not be recapitulated here. 

123. Suggestions for improving existing credit facilities. — The 

suggestions that we have to make for improving the existing credit 
facilities have been discussed in the chapters where those facilities- 
have been described. We have suggested in Chapter XI that the: 
existing resources of the rural co-operative societies should be restricted 
to short and intermediate loans only, and that the long-term loans should 
be financed in the way described in the next chapter. The average 
amount of loan given by the rural societies is less than Es. 100, and if 
no long-term loans are granted by them, the present capital of these 
societies will probably allow them to finance the agriculturists to the= 
full extent of their requirement (Es. 160). 

124. Suggestions for providing further facilities. — The only 
suggestion we can offer for providing further facilities, is to recommend 
wide extension of the co-operative movement, for no agency is 
more beneficial to agricultural credit than these societies. But they 
are now financed chiefly by the deposits in the Provincial Bank, the 
central hanks and the rural societies. These represent the savings of 
the middle and the poorer classes and it is doubtful whether these* 
savings can reach the total amount of 96 crores needed for agricultural 
finance. Rural societies can be multiplied, but the question remains^ 
whether the resources of the central banks can be increased in the srane 
proportion. Of course, the more the societies increase in number, the* 
more are the capitals of the money-lenders released, and they will be 
driven to some extent to invest them in banks. The banks can in turn 
finance rural societies. Thus the extension of the co-operative movement- 
is not an utterly impossible solution of the problem. 

125. Effect of borrowing ofi disposal of produce.— The effect of 
boiTOWung on the disposal of produce is always detrimental. The 
borrower^ whether he has taken a dadan or not, is virtually bound to sell 
his produce to the creditor. This is almost always an express or a tacit 
condition of a loan when the creditor is a trader. The price at which 
the creditor buys is also less than the market price. The producer thus, 
loses not only hy the low selling rate but also by the heavy interest. Even 
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when the creditor is-iiot a trader and. doeS' not want to hny the pipdiice, 
the pressure he puts on the debtor immediately after the harvest is veiy 
heavy, for he knows that if the debtor does not pay after selling his 
produce, it will not be possible for him to pay^ till after the next 
harvest. ' : The effect of this' pressxire is so ' gTeat ' that ^ ^ t^ 
borrower is compelled to dispose of his harvest as quickly 
as he can. Thus ^ he sells in the majority of instances to 
the f aria or bepari who comes to his house and cannot wait to take 
tbe produce to the market. The rate given by the farin' is generally 
low and as almost every grower is equally pressed for cash and has to 
sell at the same time, the price comes clown further by competition. 
In this way, even when the creditor is not a trader, the grower, if he 
is in debt, has to dispose of his produce at a lower price. 

126. Co-ordination of credit agencies.— Co-ordination of the different 
credit agencies which finance agriculturists is not possible. We can 
make no suggestion for co-ordinating the money-lenders with one another, 
or with any other credit agency, nor for combining the resources of the 
loan offices with those of the co-operative societies. 


CHAPTER VL 


Lung-teriH' Agricultural Credit. 

127. ClassifieatiO'ti of agricultural credit. — Tlie agricultural credit 
facilities discussed in tie last chapter are all for a temporary period^ 
generally till the next harvest, or, if there is a failure of crops, till 
the harvest following the next, after which the agriculturist is, or 
should be, in a position to repay his debt. Besides this, he requires 
another type of loan, which he can hope to repay only after a con- 
siderable time out of the surplus obtained as the result of the! improve- 
ments effected with the help of the loan. The distinction between 
these two types of loans, and another midway between the two, is 
reported to be spreading gradually in rural areas in Bengal according 
to the latest annual report of the Eegistrar of Co-operative Societies. 
In his general circular orders, however, the intermediate loan has not 
been defined at all, while short-term and long-term loans have been 
defined according to the purpose they are intended to serve. This 
omission to show intermediate loans separately has created difficulties 
in the definition of the other two types of loans. For instance, in 
Circular No. 8 of 1923, loans for minor improvements of land ai^e 
stated to be long'-terin, whereas according to' Circular No. 5 of 1926, 
they are regarded as short-term. There is another difficulty in 
analysing loans according to their purpose. For instance, if a small 
amount is borrowed to meet a small deficit incurred, say, in sinking 
a well, which can be, and will he, repaid at the time of the next 
harvest, that loan should not be regarded as long-term merely because 
it was granted for agricultural improvement. It will be better there- 
fore to classify credit requirements of agTiculturists into short-term, 
intermediate and long-term according to the period rather than 
according to the purpose. In some foreign countries, however, credit 
is classified in terms of the security against which it is granted. For 
instance, in Europe, short-term credit generally means credit against 
personal security and long-term credit signifies credit against land 
mortgage. But in the IJ, S. A. (and also in Canada, except only in 
leg*al documents, in which the European meaning persists), short- 
term credit stands for ordinary hanking credit from 3 to 6 months, 
in any case not exceeding one year, while intermediate credit is for 
a period varying from 6 months to 5 years, and long-term credit for 
periods of 5 years and over. In Egypt also, approximately the same 
classification is followed. For instance, as reported by Mr. Strickland, 
w'hat are called loans of the Agricultural Bank are granted for 
a period not exceeding 15 months, whereas the ^^B’’ loans can be 
granted for a period extending up to 6| years. Fbllowdng the 
American definition given above, it may be said that the problems of 
short-term and intermediate credit have been discussed in the last 
chapter, leaving only the long-term credit for the present chapter. 

123. First pre-reqiilsife for ^ agricultural imprwefiiaiit--repaf^^ 
of old debts. — It will he convenient to describe the scope of long-term 
credit before the method — the object before the mechanism designed 
to serve it. As already stated, the purpose of a long-term loan is 
lasting agricultural improvement, but for this there is an essential 
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pre-requisite — tlie reduction of tte heavy burden of accumulated 
debts, carrying* a high rate of interest and often incurred for 
unproductive purposes. So long as this remains, there will be very 
little surplus for the payment of interest and sinking fund charges- 
on additional long-term loans incurred for the purpose of 
improvements. The agriculturist will lose all incentive for progress, 
if he feels that he is not working for his own. benefit but for the benefit 
of others. Apart from this, there is a practical necessity. These 
'loans for agricultural improvement will have to be made mostly 
against land mortgages. If the previous debts, specially mortgage 
debts are not cleared off, it will be difficult to raise fresh loans against 
the security of land. 

129. Estimate €f long-term debt. — The estimate of total 
outstanding agricultural debt made in Chapter IV is 100 crores of 
rupees. A portion of this is paddy loan, incurred in kind, leaving 
a total money debt of about 93 crores, which may be separated into 
a secured debt of 44 crores and an unsecured debt of 49 crores. 
While practically the whole of the mortgage debt of 44 crores is long- 
term, it will be a mistake to regard the whole of the unsecured debt 
as short-term in accordance with the European definition quoted 
above. For in Bengal even personal credit is sometimes granted for 
a long period, provided the borrower has sufficient assets. As is well 
known, the village money-lender does not demand repayment, so long 
as his debtor pays interest regularly and does not approach 
bankruptcy. Cases are not rare when simple pro-notes are exchanged 
idv new notes for the entire outstanding amount, including the 
principal and interest due, in order to prevent the operation of the 
law of limitation. In fact, the distinction betw'een personal and real 
credit is largely artificial, for personal credit must necessarily he a 
reflex of real credit. It follows therefore that a portion of the 
unsecured debt of 49 crores is for longterm and must be added to 
44 crores in order to arrive at the total figure for long-term debt. 
Intensive village surveys throw some light on this aspect of the 
problem of indebtedness. For instance, as already stated in Chapter 
IV, the village Karimpur had a total outstanding money debt of 
Es. 9,132, and 169 maunds of paddy debt valued at Es. 557. The 
whole of the latter was shoi't-term, being payable at the time of the 
next harvest, but a portion only of Es. 9,132 was short-term and 
intermediate. It is impossible to say how much, in the absence of 
figures of repayments within the next five years. It should he 
remembered, however, that Es. 2,175 was borrowed during the 
previous year, which must also have been the amount repaid during 
the year, in view of the fact that there was no material alteration in 
the total outstanding debt at the beginning and at the end of the year. 
The repayments consisted of — (a) the entire short-term debt payable 
within the year, (h) a proportion of the intermediate debt payable 
within five years (^say 33J per cent., assuming the average currency 
to be 3 years) and (c) a smaller proportion of the long-term debt 
payable within twenty years (say 10 per cent., assuming the averagve 
currency to be 10 years). On the basis of these figures the money 
debt outstanding, viz., Es. 9,132, may be roughly analysed into a 
short-term debt of Es. SOO. an intermediate debt of Es. 2,300 and long- 
term debt of Es. 6,000. leaving out of consideration the short-term 
paddy debt. Approximately the same proportions are found in the 



case -of the loans granted by the ISTaogaon' Co-operative Land Mortgage 
Bank, described later in this chapter. , Assuming this proportion for 
the whole of Bengal, it may 'be. said that out of the . total outstanding 
mone,y debt of 93 crores, about 62 crores represents long-term debts, 
which must therefore be made up of 44 crores of mortgage debt and 
18 crores of unsecured debt. 


130. Is the Bengal raiyat msolvent? — This debt of 62 crores 
should be shown in the capital account and the balance in the revenue 
account. In other words, short-term and intermediate debts should be 
considered in relation to the income of agriculturists, whereas long- 
term debts should be considered in relation to their properties. Unfor- 
tunately, in Bengal there is a large body of^ intermediaries between the 
cultivator and the State, having varying interests in land. Leaving 
them out for the moment, if we assume that the whole of the cultivated 
land in Bengal, viz., 23 million acres according to the return for 
1928-29, valued at Es. 300 an acre on an average as in Chapter II, be- 
longed to agriculturists, their property was worth 690 crores of rupees. 
Thus even if a liberal allowance is made for intermediaries, the 
Bengal raiyat is far from insolvent. 


131. Second pre-requisite for agricultural improvement-— Stoppage 
of waste 0 — (a) Due to small holdings , — Thus the long-term debt does not 
appear to be a heavy burden at first sight. But this finance has to be 
procured at present' at such a high rate that this waste must be 
stopped as an essential preliminary step before any organized attempt 
at agricultural improvement is possible. A much greater waste is 
involved in the manner in which land is held in Bengal at present. 
For one thing, the average size of an agricultural holding is so small 
that the working must be uneconomical. The principal crops grown 
are rice and jute, for which large farming is most suitable. Such 
occupations as cattle-breeding, poultry-keeping, dairying and fruit and 
vegetable-growing, which are suitable for small farms, are not in 
general carried on independently, but mostly as^ subsidiary to 
agriculture, in order to provide some means of utilising the surplus 
time and labour of the agriculturist, who cannot be fully employed 
on his tiny holding’. As with men so with animals and with 
agricultural implements, it requires hut little imagination to realise 
the huge amount of avoidable waste. Apart from such direct waste, 
there are indirect wastes of a far-reaching character. For with small 
holdings of the present size, it is idle to contemplate the purchase of 
expensive up-to-date machinery, and similar measures for agricultural 
improvement 


132. {h) Due to fragmentation . — Small as the average size of the 

holding is, this is hy no means the only or the chief defect. The 
position is seen to be truly desperate, when one remembers that these 
small holdings do not form compact blocks of land, but consist of a 
large number of minute dispersed plots. Some idea of the extent to 
which fragmentation has proceeded in Bengal may be formed from 
intensive village surveys undertaken by our Committee. For 
instance, at Karimpur in Bogra if the three largest plots measuring 
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5*08, 2*98 and 2*71 acres are left out, the frequency table for the sizes 
of the remaining 829 plots is as shown below: — 


Size of plots in 
' ■■■acres.' 

Num- 

ber 

of 

plots. 

Size of plots in 
acres. 

Num- 

ber 

of 

plots. 

Size of plots in 
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Num- 
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of 
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Size of plots in 
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, Num- 
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of 
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Exceed- 
ing — 
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ing — 
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ing — 

Not 
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ing— 
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ing— 

Not 
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ing — 
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ing— 

Not . 
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•05 
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•60 

•65 

12 

1-20 

1*25 

4 

1*80 

1*85'' 

"' ■ 1 ' ■■ 


, „.'10 
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•65 

•70 

11 

1-25 

i-ao 

1 

1-85 

1-90 

2 

-10 

•15 

78 

•70 

•76 

11 

1-30 

1-35 

3 

1-90 

1-95 


-15 

•20 

64 

■■ -75 

•80 

6 

1-35 

1-40 

4 

1-95 
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50 

•SO 

•85 

11 
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1 
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-25 
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6 
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:'55 

•60 

9 

1*15 

1-20 1 

1 

1 

1*75 

1-80 

2 

Total 

829 


'Thus about 18 ;7 per cent, of the total mimber of plots are below 
l/20th of an acre and about 16:3 per cent, between l/20th and 1/lOth 
of an acre. In fact, it has been estimated that fully 5 per cent, of good 
cultivable land is wasted in the district of JSiadia in ‘‘ails,^’ which are 
also the cause of much agrarian disputes and profitless litigation. 
The partition of each individual plot following the death of the last 
owner, or the break-up of a joint-family proceeds in the rest of Bengoi 
in the same way as in Nadia. The average waste in ‘‘ails’’ is therefore 
not less than 5 per cent, for the whole of Bengal, compared to 1 per 
cent, in the Punjab, as estimated in the Report of the Agricultural 
Commission. Thus the problem of fragmentation is far more acute in 
Bengal than in the Punjab. It should be remembered that even in 
the more fortunately placed Punjab, as much as 5 per cent, of good 
agricultural land is made up of such minute plots that it cannot he 
cultivated, as reported by the Agricultural Commission. It is easy 
to realise how much greater must be the loss in Bengal due to the far 
more numerous plots here being too small for cultivation. It is true 
that fragmentation is necessary for terrace cultivation in undulating 
regions, hut it can have no justification in a flat countiy like Bengal. 
Nor can it be said that fragmented holding does not necessarily mean 
fragmented cultivation, for the vast majority of Bengal agriculturists 
cultivate their holdings themselves* They are so conservative that 
they wmuld cling to the soil by still lowering the already low standard 
of living rather than let out their land and work in the organised 
industries of Bengal, which have to he manned mostly by non-Bengalees 
at present. In fact, the only valid argument against enlargement of 
holdings is that it militates against this rooted conservatism of Bengal 
agriculturists, and tends to compel a considerable number to be landless 
labourers, dispossessed of their tiny holdings. It should he remembered, 
however, that if the holdings are enlarged into an economic size, there 
will be less waste and greater production, yielding a higher rational 
dividend so that the share of each worker will he larger than before. 
In any case, this argument cannot he applied against consolidation, 
which merely coalesces tiny plots into a compact block, leaving the 
number of agriculturists and the size of their holdings the same as 
before. It should be remembered, however, that not much money is 
required for consolidation, although some finance must be provided for 
the enlargement of holdings. 
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,133. Irrigation and allied ;■ agripultnral requireinents* — Pari passu 
witli the removal of the burden of aconimilated debts and of the 
hindrances due to small and scattered holdings, a ^ systematic plan of 
agricnltnral development must be followed. For it is witli the help 
of the snrplns yield arising out of improvements that new undertakings 
will have to be financed. Probably, the most reimiiierative employmmit 
of long-term capital in Bengal at present will be found in irrigation 
and connected undertakings.. This has two aspects unlike other parts 
of India. Ifot only must additional water he provided in dry areaSy 
lying roughly to tlie west of 88^ longitude, but surplus water must be 
removed from flood areas in a well thought out and scientific manner. 
Thus both embankment and drainage have to be considered along with 
irrigation. Even sanitation and navigation may he properly tackled 
only by co-ordination with irrigation projects. In fact, the Bengal 
Irrigation Department is concerned more with navigation and 
embankments with a total length of over 3,000 miles than with 
irrigation proper, having a canal length of about 100 miles. It is true 
that irrigation through tanks and wells has greater scope now than 
through canals and embankments, but the intimate relation between 
the two should not he lost sight of. It is well known that the 
deterioration of wells and canals in the Biirdwan district is largely due 
to the Damodar embankment, which has deprived the country side of its 
much-needed moisture driving the subsoil water level to an average 
depth of 26 feet below the surface and isometimes even 60 feet. Thus 
co-operative irrigation societies and other agencies for supplying water 
depend for their success ultimately on big irrigation projects beyond 
their limited resources. N’ature is bountiful in Bengal, but man has 
often foolishly thwarted her in the past. It is time that her gifts were 
turned to the best account. The water Jogged areas should be drained 
in order to utilise the rich deposit of alluvial mud. That nature is 
doing her part of the work will appear from the history of the Chalan 
Bil, the biggest Bengal marsh, having an area of nearly 150 square 
miles, out of which nearly a quarter remained under water in 1909 and 
barely 10 square miles at the time of the last Settlement. Probably 
the best area for reclamation work is to be found in tbe Sunderbansy 
where the operations have been shown to he highly remunerative by a 
few enterprising zamindars like Sir Daniel Hamilton. It has been 
clearly demonstrated that in spite of considerable preliminary 
expenses for cutting down the dense jungle, providing tanks for 
drinking water and setting up of embanlanents to keep out the saline 
water, the profits are more than sufficient for the payment of interest 
and the repayment of loans. Prom the above it is dear that different 
methods of agricultural improvement^ will have to he undertaken in 
diffepnt parts of Bengal, but all requiring a large supply of long-term 
credit. 

134. Agricuitiirai giiachiiiery« — ^According to the report of the 
Agricultural Conmiission, the present implements are on the whole well 
suited to prevailing conditions. The introduction of power machinery 
will not he possible until there are larger and more compact holdings^ 
For the present, therefore, and also in the immediate future machineries 
must continue to he limited to the capacities of bullocks. Similarly, so 
long as transport in rural areas remains in the present primitive 
condition, machineries must be sufficiently light, and so simple that 
they may be easily repaired with locally available resources.. Another 



and a more serious difiiciilty of introducing up-to-date macliineries is 
tte traditional dislike of tke agriculturist for innovations, unless lie is 
convinced of tHeir utility bv a practical .demonstration. ■ It : is ■ clear, 
therefore tliat financial difficulty is not tlie only difficulty standing in 
the way of the adoption of modern implements and machinery. Most 
of the firms dealing in these in Bengal have expressed their willingness 
to sell on credit on the instalment plan, on the guarantee of either the- 
rural co-operative society or of the central bank. Besides, as rightly 
pointed out hy the Agricultural Commission, if the Agricultural 
Department evolve a small number of types of implements and 
machinery suitable for a wide range of conditions, and suitable also for 
mass production, the economies effected will bring them within the 
reach of the small cultivator. From the above, it is clear that until the 
present methods of agriculture are replaced by methods approaching 
those of large scale capitalistic farming, and other conditions such as 
transport are suitably altered, there can he no immediate demand for 
long-term credit on an extensive scale for costly and elaborate' 
agricultural machinery. 

135. Examination of existing agencies for providing iong-term 
agricultural credit. — (a) Zamindars and other Tent-recei^^ers . — Even if 
we leave out such potential needs, there are at present piessing demands, 
for long period finance, e.g., for relieving the burden of agricultural 
indebtedness. There are five possible agencies from which the raiyaf 
may iio-w obtain long-term loans, viz., (a) zamindars and other rent- 
receivers, (6) money-lenders, (c) loan offices, (d) Government and (c) 
co-operative societies. Very few Bengal landlords advance loans to 
their tenants for productive purposes at present. The existing tenancy- 
law takes away the incentive on the part of the landlord to spend 
money on the improvement of his raiyats^ holdings. It is true that 
under section 30, clause (c) of the; Bengal Tenancy Act, the landlord 
is entitled to an enhancement in rent for improvements effected at his. 
expense, but this right is hedged round with so inanr^ restrictions 
mentioned in section 33, as to be practically inoperative. As with 
zamindars so with other rent-receivers, of whom there are far too* 
many in Bengal on account of the Permanent Settlement as pointed 
out in Chapter II. This divided ownership of land has not only 
prevented the grant of long-term credit by zamindars and other right- 
holders but has also stopped the free flow of capital for permanent 
improvements from other directions. Thus land improvement loans, 
could not be granted against the mortgage of occupancy holdings,, 
which have only been recently declared to . he transferable. To sum, 
up, the present conditions are such that the raiyat cannot hope to get 
long-term funds in any appreciable amount from zamindars and other* 
rent-receivers. 

136. ih) Moneydendevs . — On the other hand, the money-lender is; 

prepared to finance agriculturists to the utmost of his ability. But 
the rate of interest charged by him is generally so high, and there are' 
sometimes so many other equally onerous conditions, that not much 
benefit may be expected through his agency. For -ihe amount ulti- 
mately levied by him, both openly and secretly, is likely to eat away 
the bulk of increased income of the raiyat brought about hy any^ agri- 
cultural iiiipiovements that may have been financed hy him. It is not, 
necessary to dilate upon this point, which will he discussed in detail 
Tn -Chapter V XIV.:; ' 
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137, (c) Loan offices , — The same difiiciilty arises in the case of 
sadvaiices from loan offices. It is true that their rate is soniewhat 
lower than that of money-lenders. It is also true that they are 
..g^enerally free from malpractices. But it should not be overlooked 
that different rates of interest are applicable to different borrowers. 
Thus the rates charged by well-established loan offices against the 
^security of revenue-paying estates and permanent tenures are quite 
moclerate, while the rates levied by the smaller offices on advances 
:ag*ainst the security of a tenants holding and for comparatively small 
■:sums are unuch higher. But the chief defect of money-lenders as well 
as loan offices is that they do not inquire into the purpose of the loan 
nnd are prepared to make advances even for unproductive purposes, if 
the security is adequate. But what will be of real benefit to the raiyat 
is not simply cheap but controlled credit. In fact, the dangers of 
unregulated credit in the hands of improvident persons cannot be 
overestimated. Such credit, as Louis XIV rightly observed, "‘supports 
tbe horrow’er as the rope supports the hanged.’^ 

138. (d) Government . — The next agency through which the raiyat 
may obtain cheap and at the same time regulated long-terin credit is 
Tjovernment. Under the Land Impiovement Loans Act of 1883 and 
The statutory rules made under section 10 thereof, the District Officers 
in Bengal may grant loans for a period not exceeding 20 years at the 
moderate interest of per cent, per annum for agricultural 
improvements, which would add to the "‘letting value of land.” Loans 
.are given against the mortgage of the land; but if the borrower’s 
interest is not sufficiently valuable additional security, such .as the 
mortgage of other lands, the surety of other persons or personal security, 
has to be given. . It thus appears that neither the security demanded 
nor the interest charge is onerous. The maximum period for which 
loans may be granted is also sufficiently long to enable the raiyat to 
repay the loan out of his surplus annual income by easy instalments. 
But as pointed out in Chapter III the total amount advanced under 
the Act has up to this time been very insignificant. In the district of 
Sogra, for instance, where our Committee carried out intensive village 
inquiries, no loan was granted under the Act during the three years 
from 192G-2T to 1928-29' and the amount of loan outstanding on 31st 
Marcli 1929' w'as Rs. 470 only. In fact, the Act is almost a dead letter 
practically throughout Bengal. Different reasons for this have been 
•offered to us. For instance, some witnesses have ascribed this to the 
'delay in granting the loan and to the rigid conditions enforced for its 
rrepayment. But it may be observed that conditions under which 
monej' may be advanced and realised by the State can never be so 
•elastic as those of a private money-lender. Mr. T. C. Roy, Collector 
of Nadia, has pointed out in his reply to our questionnaire that even 
as the Act now^ stands, the enquiries do not take up much time. We 
•are also satisfied that the conditions of repayment are not so rigid as 
to repel the prospective bonnwer. Another factor, although not 
■pointed out by witnesses, must have militated against the successful 
working of the Act, viz., the difficulty of granting loans against 
lion-transferable occupancy holdings. But by far the movst important 
reason is that no separate agency has been provided for administering 
the Act. Very few persons in rural areas were found to be aw^are of the 
existence of this measure. On the other hand, many official wdtnesses 
■complained to us that no money is provided for in the budget for the 
■|)iirpose. Apart from these, there seems to be a fundamental defect in 
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the ikei itself, which has rendered it inf ructiious. For, no loans can be 
advanced iiiider the Act for the two essential pieieqmsites 
agTiciiltural improvement— redemption of old debts and eonsolidation 
•of holdings without which ' neither any effective progress in agricnitiire 
nor any wide demand for land improvement loans is possible. 

139. (e) Co-operative Societies . — The only other financial agency for 
long-term agricultural improvements is the co-operative society. 
Mr. Blancly, Deputy Commissioner, Darjeeling, wrote in his replies to 
our questionnaire that the Land Iinpiovement Loans Act "Svas used to 
:sonie extent in the Bakarganj colonisation area hut was afterwards 
dropped as the co-operative societies served the purpose.' ’ But the 
•existing co-operative sGcieties, whether central or primary, are quite 
unsuitable agencies for making long-term advances. The period for 
which a loan may be granted depends, on the one hand, on the term 
for which deposits and other funds have been attracted by the credit 
institution for financing the loan, and, on the other hand, on the time 
required by the borrower for fulfilling the object for which the loan 
was incurred. For repayment of old debts and for agricultural 
improvements, funds have necessarily to be tied for a longer time than 
funds supplied for current needs. Unfortunately, the rural credit 
^societies in Bengal have not yet succeeded in attracting sufficient 
•deposits even for short terms, and they are absolutely dependent on 
“the central banks to which -they are affiliated, for financing their 
nieinbers. The central banks also do not or cannot attract deposits at 
a remunerative rate for periods exceeding five years, and as such they 
^cannot grant any appreciable amount of long-term loans to rural 
societies. It appears from the replies to our special quevstionnaire to 
•central banks that most of them grant loans to rural societies for the 
xepaynient of old debts or for other capital improvements for 3 years 
only, a few for 5 years and one alone for a period of 10 years. Thus 
practicolly the entire loan is intermediate. But there is no effective 
•check against such loans being utilised for long-term purposes, leading 
inevitably to arrears in repayment and dislocation of work throughout. 
'Thus when a member of a rural society defaults, as he muvst, the society 
fails to pay its kists to the central bank, thereby rendering even the 
work of short-term credit more difficult. Hence the necessity of 
having special land mortgage banks is becoming more and more acute. 

140. Existing land mortgage banks in Bengal.— There are already 
"two such banks in Bengal. One is at Haogaon in the district of 
Hajshalii which was registered in 1924 but did not commence business 
fill the next year. The other is at Bhola in the district of Bakarganj 
which was started in 1927 hut could not do much business till February 
1929, for w“ant of finance. Both are limited liability institutions 
registered under the Co-operative Societies Act of 1912. The Naogaon 
Co-operative Land Mortgage Bank has an area of operation of 50 
.square miles, known as the Ganja Mahal. The membership is confined 
to persons owning agricultural lands or landed properties in the area, 
‘The authorised share capital is 5 lakhs of rupees, divided into 50,000 
rsliares of Rs. 10 each. Ho member is allowed to hold shares exceeding* 
Rs. 5,000 ill value. The total paid-up capital on the 31st October 1929 
was Rs. 52,480. The total of deposits on that date was Rs. 2,60,851 
•out of which 43 per cent, was for 5 years, 41 per cent, for 2 years and 
fhe rest for 1 j^ear. There is also a scheme for attracting ten years^ 
ffixed deposit at 8 per cent, per annum, but when our Committee visited 
Haogaon, no deposit whatsoever had been received under the scheme. 
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The bye-laws lay down the following* purposes for granting loans- 
against mortgage : — (1) for liquidation of old debts, (2) for the 
improvement of land and method of cultivation, (3) for installation and 
purchase of agricultural machineries, (4) for purchase of land and,, 
(5) also for short-term requirements in the form of cash credit advances. 
This cash credit was formerly given to all members but has now been 
rightly confined only to those members who are not members of rural 
credit societies. ^ Loans to members, do not exceed ten times the value 
of their respective paid-up share capital, at a fiat rate of 10 15/16 per 
cent, per annum. According to bye-law^s now in 'force, loans are to be 
given up to a certain proportion of the value of the land mortgaged,, 
but in actual practice they are granted at a fixed rate of Rs. 50 per 
bigha of land. The period of loans varies from one to twenty years.. 
Out of the total loan of Rs. 3,49,706 outstanding on the 31st of October 
1929, only Rs, 1,22,216 was payable wuthin five years. Thus long- 
term loans formed nearly two-thirds of the entire amount. It is thusi 
clear Jihat most of the deposits are for periods much shorter than the 
periods for which the bulk of the loans has been granted. This w’ould 
have led to serious difficulties but for the strong financial support 
received from the Ganja Cultivators’ Co-operative Society, which has* 
a big working capital and a strong reserve fund. But there is iio 
doubt that the existing financial arrangements of the Land Mortgage 
Bank are quite unsound. This has been recognised by the Co-operative 
Department and in its recently amended bye-laws, the bank has been 
empowered to i.ssue long-term debentures, none of w^hich has how'ever 
yet been floated. The Dakhinshahabazpur Land Mortgage Bank at 
Bhola is much narrower in scope than the bank at jSTaogaon. Its 
paid-up share capital is very small, and it has not yet been able to 
attract any deposits. For its working capital it is mainly dependent 
on a loan of Rs. 10,000 from the Barisal Central Bank at 9 per cent, 
repayable in 10 years and a second loan of Rs. 5,000 from Government 
at 6 per cent, repayable in 8 years. The by e-laws provide for loans 
for the redemption of old debts, the purchase and improvement of land 
and also for cash credit advances for current expenses. All loans are; 
secured by mortgages, not exceeding one-tenth of the value of the land.. 
No member can borrow more than 5 times his paid-up share capitaL 
The maximum period for which loans are now given is 7 yearsy 
Interest is charged at a fiat rate of 12-J per cent, per annum. Not 
only actual culti-vators but talukdars and howladars are niembers of 
this bank. 

141. Inadequacy of existing long-term credit facilitiesH — It appears* 
from the above description that the existing facilities in Bengal 
for long-term credit are at once inadequate and unsatisfactory. The 
question now arises what new methods can be devised for remedying 
the present defects. It will be convenient to treat long-term credit 
requirements of persons having different interests in land separately,, 
for, as matters now stand, agricultural improvement can be brought 
about, not by agriculturists alone but also by persons having* superior 
rights in land. One method of course is to buy out the intermediaries, 
between the raiyat and the State, as has been partially carried out in 
the district of Noakhali,. Mr. Thompson wrote in the Census Report 
of 1921 that the landlords of this district have for a long time been 
accustomed to allow ordinary cultivators to . purchase patni rights by 
payment of a premium. But so long as peasant proprietorship is not 
fully established in this provincej all the interests in land must be 


93 


co-ordinated in order that there^ may be maximum economic welfare. 
'Thus it will be necessary' to discuss separately longterm credits for 
■(1) zamindars and otlier rent receivers and (2) actual cultivators. 

142. Long-term credit, — (a) For . zammdars and other rent- 
The eailiest form long-term credit institutions was set 
up for the relief of the iinpoverished aristocracy of Prussia. In fact, 
the word ‘landschaft’^ meant up to the middle of the last century an 
association of ‘bioble landowners."’ In India also, proposals have been 
made from time to time for freeing encumbered estates. Thus in 1901, 
Dupernex advocated land mortgage banks for the benefit of financially 
involved landlords in the United Provinces. As to the question 
whether such persons deserve any consideration, he remarks : Although 
n man who contracts debts and hopelessly eneuinbers his estates is not 
^entitled to much consideration, it is otherwise with his successor who 
had nothing to do wit£ incurring the debts.” This question also came 
up before the Maclagan Committee, which hownver refrained from 
making any general recommendation for the whole of India, pointing 
nut that the details and the merits of the scheme must necessarily 
depend on the peculiar conditions of each province. They suggested 
however that some form of co-operation and State assistance would be 
desirable in all such schemes. In more recent times a proposal was 
made by the Board of Revenue in the United Provinces for the creation 
nf a land mortgage bank for the special purpose of lending money to 
the Court of Wards. This was rendered necessary when the joint stock 
banks of Iforthern India became unwilling to lend money against land 
mortgage after the banking crisis of 1913 and the War. In the 
temporarily settled parts of India, there is often no intermediary 
between the actual cultivator and the State and even when there are 
such intermediaries, their number is very limited. The need for long- 
term credit institutions for zamindars and other rent receivers should 
therefore be all the greater in the case of permanently settled areas in 
Bengal, In fact the bulk of the funds of the first land mortgage bank 
ill India was employed in this Presidency. This was a joint stock 
institution on the model of the French Credit Foncier and was 
incorporated in London as early as 1863 . The work of this bank was 
taken up by the Bengal loan ojBSces after its abolition. It will be 
seen in Chapter XIV-A that the loan offices are vstill serving that pur- 
pose, so far as the landlords and other rent receivers are concerned. 
Two questions now arise, viz., whether the existing joint stock institu- 
tions should be strengthened by State aid and whether new institutions 
on co-operatiye lines would serve the purpose better. As regards the first, 
if there is no adequate check against unproductive borrowing and no 
limitation in the rate of interest to borrowers and of profits to 
shareholders, there is hardly any case for the State to assist ordinary 
joint stock institutions. There is not at present much scope for k 
special co-operative institution either. The Maclagan Committee has 
rightly pointed out one difficulty, viz., want of solidarity among 
landlords. Besides, the granting of loans by co-operative institutions 
must involve a certain amount of publicity ’ to which a well-to-do 
borrower may not be^ agreeable. A third difficulty, already pointed 
out, is that co-operative banks vshould grant loans only for productive 
purposes, wLich have to be utilised for land improvement, for which 
there is but limited demand at present. It is true that there is a 
potential demand in Bengal for a special type of long-term loans to 
mitigate the evils arising from absentee landlordism. Thus, a 


94 


zamindar or any otlier rent receiver may require loans to buy out 
eo-sbarers so that the subdivision of estates may be avoided and he may 
find it worth his while to live among his raiyats and assist agricTiltnrai 
development, both directly and also indirectly, throngh his tenants.. 
It cannot be too much emphasised that the landlord and other rent 
receivers are to act as channels for the flow of eredit for the pnrpose 
of agricultural improvement to justify any special measures on 
their behalf. 

143. Classification of agricultural mortgage banks.— Before we 
discuss more fully any indirect measures of assistance through landlords^ 
and other rent receivers, it will be more convenient to consider schemes- 
of direct assistance to agriculturists suited to their present conditions. 
Agriculture in Bengal still remains a one-man business. It is not yet 
adequately financed either on a joint stock or on a co-operative plan. 
Partly on account of the precarious and uncertain character of 
agriculture and partly on account of the smallness and fragmentation 
of holdings, the agriculturist is unable to raise cheap and sufficient 
capital against tangible assets. Agriculture, which is hj far the most 
important industry of the country, , should he able to attract the 
savings of the private investor like manufacturing industries and should. 
be able to offer some form of standard investment. The real problem 
therefore is to set up an organisation through which the risks of‘ 
agriculture as an enterprise may be so well distributed so that long-term 
capital may flow into it. This distribution of risks has been attempted’ 
in different countries in different ways. Either the State has assumed 
the entire risk and set up an organisation of its own, for supplying the* 
necessary long-term capital to agriculture or a co-operative or joint 
stock organisation has been established, with or without some form of 
State assistance. Thus three types of long-term credit institutions have- 
been evolved — State, co-operative and joint stock, but the distinctive* 
features have been somewhat blurred in several cases by the setting- 
up of composite organisations, e.g., partly State and partly co-operatiTe,. 
as in the case of the Bavarian Agricultural Bank, referred to in Cahiirs^ 
Report and partly State and partly joint stock, as in Egypt. 

144. (a) State, — State-owned and State-managed land mortgage- 
institutions have been started in many countries, specially within the 
British Empire. Tims the State Savings Banks in I^ew South Wales, 
Yictoria and South Australia, have land mortgage departments. The- 
State Bank of Few Zealand also started a special department for land 
mortgage loans in 1926. JTearer home. State land mortgage hanks 
have been proposed for Burma and Ceylon. In our opinion, such an 
institution will he unsuitable for Bengal. What we want to encourage 
among the agriculturists is the spirit of self-help and the desire to 
organise themselves so that ultimately they woalcl be able to do without 
aiiy State assistance. A State hank will not develop self-reliance. It 
will be no better than a reproduction in a glorified form of the present 
organisation for granting land improvement loans. 

145. (h) Joint stoch — A few witnesses before our Committee have 
advocated joint stock land mortgage banks without however pointin<^ 
out any valid reason for their superiority over institutions on co-operative 
lines. It is true that the land mortgage bank, based on real credit, cannot 
be co-operative to the same extent as vSchultze Delitzsch and Raiffeisen 
hanks based on personal security. It is also true that joint stock form 
of organisation, with or without some form of State aid, has proved 



to 1)6 successful in many countries. Thus mortgage credit began to 
be provided in France through the agency of the Credit Foncieiv 
organised on joint stock plan as early as 1852. It still enjoys the- 
nionopoly of supplying land credit to the whole of France, subject to 
the government regulation that the rate of interest charged must not 
exceed the rate of interest on bonds by more than *6 per cent. These- 
bonds are not guaranteed by the State in any way. The Hypothec 
Bank and Agricultural banks of Japan, furnishing long-term real 
estate loans are also organised on the joint stock basis. Under the 
Federal Farm Loan Act of 1916, land mortgage hanks, run on joint, 
stock principle, supplement those on co-operative lines in the U. S. A.. 
In England the co-operative principle has been frankly ignored in the- 
new Agricultural Mortgage Corporation, set up under the Agriciiltui al 
Credit Act of 1928, with a view to provide long-term loans to English 
agriculturists in an organised way. But joint stock mortgage institutions- 
outside India which have influenced Indian public opinion most, are- 
the Agricultural Bank of Egypt and other mortgage institutions of that 
country. Proposals have been made by prominent Indian public men. 
from time to time that joint stock mortgage hanks on the Egyptian 
model should he started to solve the problem of agricultural indebtedness- 
in this country. The history of the Agricultural Bank in Egypt 
however shows clearly the danger of facile and cheap credit to ignorant 
cultivators. Within a few years of the establishment of the bank,, 
the Egyptian peasant borrowed up to the hilt, with the result that ther©' 
were large arrears in repayment. A joint stock land mortgage bank 
providing loans on cheaper terms than those of the existing institutions,, 
would not therefore be an unmixed blessing for the Bengal raiyat. 
Our objections against loan offices as long-term credit institutions for- 
raiyats, hold good in the case of joint stock mortgage banks also. 

146. (c) Co-operative . — The real advantage of the co-operativ© 

bank is that it avoids the danger of cheap credit by ensuring proper 
use of the loan. The oldest and most noted of co-operative land 
mortgage banks is the Landschaft, which was started in Germany in 
1770 and has since been introduced into the Baltic States, Poland, 
Norway, .Denmark, Hungary and Russia. In most cases the borrowers 
are not given cash but debenture bonds based on the estates mortgaged 
in favour of the Landschaft. The security behind the bonds is the- 
collective guarantee of the members. In Germany it is to the estates, 
of larger sizie than peasant holdings that the system mostly applies.. 
But in Denmark special credit unions have been established for small 
holdings. The German model, somewhat altered in connection with 
Danish schemes, has influenced the plan foi' land mortgage hanks in 
tbe presidency of Madras which have issued debentures independently. 
According to the Annual Report on the Working of the Co-operative ■ 
Societies Act in Madras for the year 1927-28, proposals have been made- 
for the formation of a Central Land Mortgage Bank at Madras with 
individuals and primary land mortgage hanks as members. Thus 
existing co-operative banks have not been utilised in any way. On 
the contrary, the Punjab and Bombay land mortgage banks have 
sought to profit by the experience of the General Mortgage Bank of 
Sweden and have issued debentures through their respective Provincial 
Co-operative Banks. The centralisation is most complete in Bombay 
where the loan applications received by the land mortgage banks have 
to be sent to the Provincial Co-operative Bank for scrutiny. In the 
Punjab, on the contrary, there is decentralisation, inasmuch as a. 
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iDoiTOwer in wliose place of residence there is a credit society has to 
^obtain from it a partial guarantee (up to Rs. 1,000) of his loan. Each 
land mortgage bank in Bombay covers a revenue district and it stands 
to reason that some amount of decentralisation is necessary to mitigate 
the evils of insufficient control over such a wide area. In Assam, on 
the contrary, the two co-operative land mortgage banks, one at Gauliati 
and the other at Sylhet, do not appear to have any wide area of 
operation, specially in the present experimental stage. According to 
the Report on the Working of the Co-operative Societies in Assam for 
the year ending on the 3ist March, 1928, the Sylhet bank is financed 
entirely by its paid-up share capital and deposits, whereas the Gauhati 
bank has found it necessary to supplement its share capital and deposits 
with a loan of Rs. 30,000 from Gavernment, None of these banks 
appear to have floated any debentures. While each scheme, whether in 
India or abroad, has its own particular advantages, we feel that the 
Belgian model can be most easily adapted to the existing conditions in 
Bengal. Eor one thing, landschaften were started in Germany long 
before the advent of . Schiiltze Delitzsch |and Raiffeisen banks. In 
Bengal, as in Belgium, the success of co-operative land mortgage banks 
•can be best assured by grafting them on to the existing co-operative 
•central banks. This has been actually demonstrated by the successful 
operation of the Central Co-operative Bank of Louvain founded in 1897. 
This bank has a land section, financed by bonds, which lends to 
farmers on real estate mortgages through primary credit societies, 
affiliated to the bank and also directly to individual borrow'ers from 
places where there is no primary credit society. But the interest 
charged from individual borrowers is slightly higher, because of the 
greater risk of direct loans. It is true that the primary societies 
oharge a small commission but even then the net interest remains lower 
on loans through the societies. 

147. Should loans be granted only to members of rural credit 
.societies?— Although there is general agreement among witnesses before 
our Committee about the fundamental principles of co-operative land 
mortgage banking for Bengal, there is a wide divergence of opinion 
about the actual details. The Assistant Registrars of Co-operative 
Societies for Dacca and Raj shahi Divisions have both suggested that 
members of rural credit societies alone should be granted land mortgage 
loans. This is theoretically sound, and also of some practical 
importance- For the wider the faeiMties provided through the co- 
operative societies, the more rapid will be their development. But 
there are two difficulties to be contended against. One is that at the 
present time only a small percentage of the whole body of agriculturists 
has joined the rural credit societies, and any assistance afforded to 
such memhers will touch merely the fringe of the problem of agricul- 
timal indebtedness. Besides, whatever additional facilities are provided 
by raral societies, there will always remain a large body of substantial 
agriculturists, not to speak of rent receivers, wffio will not be disposed 
to accept unlimited liability. We therefore recommend that in addi- 
tion to land mortgage credit granted to the present members of rural 
societies, separate arrangements be made for granting long^-term credit 
to persons, wiio are not, nor likely to be, members of such societies. 

148. Should rural ^society be recjufred to accept liability for loans? 
— In any case, a considerable proportion of the loans will be made at 
first to the members of rural societies, and the question naturally arises 
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how the responsibility should be shared between the rtiral societies on 
the one hand and, oil the other, the institution or iiistitiitions, on 
whose finance they will have to be almost entirely dependent, in view 
of the fact that they are, and wdll for some time he, unable to attract 
a sufficient volume of long-term^ deposits. It may he pointed out in this 
connection that in the case of the Central Co-operative Bank of Louvain, 
the entire liability has to be borne by the primary societies. On the 
contrary, some witnesses appearing before us, both official and non- 
official, have suggested that rural societies should merely recommend 
loan applications of their members to the higher financing body, but 
without any liability whatsoever.. They apprehend that with the 
introduction of land mortgage business, the liability of rural societies 
will be completely changed. Not only will it be considerably 
increased in volume but the liability will extend over a long period of 
years. Persons, who are prepared to accept unlimited liability now, 
will then try to go out. of the movement This fear, although not 
entire W groundless, is not of much practical importance. For, if the 
security offered is ample, there is, in effect, no real increase in 
liability. On the other hand, if the security is insufficient, the rural 
society should certainly turn down the loan application. If loans are 
really granted and utilised for productive purposes, the length of the 
period of the loan need not be re'garded with misgivings. Another 
argument, which may be advanced, is that only some members require 
long-term loans, and it is not proper that others should be required to 
accept liability for them. In other words, community of interest, 
which is the sine qua non of co-operative credit, will be interfered 
with. It should be remembered, however, that much of what now pass 
for short-term loans is in reality for long terms, otherwise there would 
not have been so many defaults. In fact, if the actual nature of the 
present loans is franklj^ recognised, most of the members will be found 
to have similar financial requirements. We therefore come to the 
conclusion that there is no valid^ reason for shirking responsibility for 
loans on the part of rural societies, whose recommendation can hardly 
have any vahie, unless they are prepared to be answerable for it, 

149. If so, how much?— The next question that naturally arises 
is whether rural societies are in a position to accept such liability, and, 
if so, to what extent. It is true that even at present they require the 
guidance and control of central banks as much as its finance. For 
valuing the property and verifying the rights of the borrower, they 
are not at all competent. These difficulties are all the greater in 

Bengal, where on account of the Permanent Settlement there is no 

%dllage agency for maintaining an accurate record-of -rights. Most of 
the Settlement Eecords have now become obsolete on account of deaths 
and transfers affecting small and fragmented holdings. There is 
considerable force in this argument, but the alternative is w'orse still. 
For then the higher financing body will have to shoulder the entire 
responsibility for examining and valuing the security, instead of 
supplementing the admittedly defective check provided by rural 
societies. After all, money-lenders have no expert equipment, but 
depend mainly on. their local knowledge for their loan operations. 

Eural societies have as much, if not more, intimate local knowledge. 

Discussions in such societies about loan applications must involve 
publicity and will undoubtedly ensure better scrutiny. Besides, if the 
loans are granted thiwgh them, and interests and instalments are also 
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received through their agency, the cost of administering th^ loans will 
he coiisiderahly diininisliecl. It will therefore be to the interest of the 
higher financing body to treat the rural societies as its agents. Its 
relationship with them will then be somewhat similar to the relationship 
bet%veen the head office and small bi’anches of ordinary Joint stock 
hanks. ISTatiirally, the extent of the liability, which the rural societies 
will be prepared to accept, will depend on the concessions, which the 
higher financing body will be willing to grant them in consideration for 
this guarantee. "We therefore refrain from laying down a fixed 
proportion as the share of the liability of the rural societies, which can 
only be settled b^^ mutual agreement between them and the financing 
body. 

150. Organisation of the higher financing body* — In fact the 
success of land mortgage banking will depend as much on the rural 
societies as on the higher financing body, whose eonstitutioii, therefore, 
requires our careful attention. Two views have been placed before our 
Committee. Some ot the witnesses have suggested that existing central 
banks should be required to take up this new business — a view with 
which some of the central banks themselves are in agreement. On 
the other hand some other witnesses have proposed separate institutions 
for land mortgage hanking, quite independent of existing central 
banks. 

151. Examination of arguments in favour of a separate land 
mortgage institution. — (a) Minimnm interference with present 
armnijewents . — The chief reason assigned is that the present assets and 
liabilities of central hanks and rural societies should be left undisturbed 
as much as possible., While there can be no difference of opinion on 
this point, it is difficult to see how an independent institution run 
interfere less with present credit arrangements than if the central bank 
takes up this new work itself. After all, the only disturbance possible 
to the present co-operative system must he through rural societies, which 
will not he, as we have seen, prejudiced sensibly by land mortgage 
business. 

152. (h) Iniricacy^ of land mortgarje hv si ness , — Another possible 
plea in favour of an independent institution is that this new" business 
is an extremely intricate one, requiring expert technical knowledge for 
valuing the property and ascertaining the title. Not only this, the 
method of conveyancing requires some amount of legal knowdedge. 
There are also many practical difficulties, such as the fluctuation in land 
values on account of the instability of the prices of commercial crops 
like jute, or the management of properties, whose sale may have to be 
postponed for some time in the hope of getting better prices. Conceding 
all these, one foils to understand how" a new" institution can fare bettm^ 
than a central hank, which is “now financing lock-up advances of rural 
societies, although in a somewhat halting manner. It ivS not of course 
disputed that the central hank will have to strengthen its staff aiid 
improve its equipment for carrying on the new business. 

153. (c) Dijjicnlty^ of catering for the needs of non-meinhers of 
lynil societies , — A third possible plea in favour of an independent 
institution is that the^ credit requirements of persons, whether 
agricultiu'ists or rent-receivers, who are not members of rural societies 
cannot be met except by a separate agency. As the Macla^^’an 
Committee has ri'ghtly remarked, “it is no part of the b^iisiness a 
Central Bank to grant loans to individuals.’^ But this difficulty mav 



be met by starting' primary credit societies for these men but affiliated 
to tlie Central Bank in the same way asytbe existitig societies, 

The area ol operation of the proposed societies will be naturally large 
and the nienihers will not probablj^ be known to one another 
intimately. Besides, tlie members wdll have substantial property not 
to be lightly risked. We therefore feel that the liability of the 
menil)ers will have to be limited.. Even then the proposed societies will 
be better than ordinary joint stock land mortgage banks and will be 
controlled more in the interest of borrowers than in the interest of 
lenders. The proposed societies will be able to arrange also for short- 
term and intermediate credit without any difficulty through the existing 
organisation. 

154. (d) Risks of miwed Perhaps one of the strongest 

arguments that maj" be advanced for a separate institution independent 
of existing central banks is that it wull eliminate the risks of mixed 
banking\ It is admitted on all hands that there are great dangers in 
not distingnishing between ordinar^^ commercial banking/ which 4 mist 
have liquid assets for meeting its ready liability and land mortgage 
banking, whose loans and advances must necessarily be for long periods. 
In fact, the uriwdiolesonie practice of financing long-term loans with 
the help of short-term deposits lias precipitated many banking failures 
in India. But if land mortgage banking is carried on in a different 
department, quite separate from the present business, there should he 
no such risk. After all, even the commercial banks are called upon to 
distinguish between different kinds of liquidity both in the disposition 
of the resources and in the manner of their employment. On the one 
liancl, current deposits must be treated differently from time deposits, 
and on the other, carefully worked out proportions have to be 
maintained among the items {a) cash on hand and with bankers, (6) 
money lent at call and at short notice, (c) investments in Government 
and other marketable securities, (d) discounting of bills and {e) granting 
of loans, showing clearly that the difference in the liquidity of these 
different assets is recognised. In fact, land mortgage business differs 
from commercial banking only in degree but not essentially in kind. 
They are not mutually so incompatible that they cannot be carried on 
in tw’o departments of the same institution. This is amply borne out 
by the fact that this system, prevails in diverse countries in different 
types of land mortgage banks. Thus among State concerns, the Bank 
of New Zealand and the Government Savings Bank of New South Wales 
have been canying on without much difficulty both short-term and long- 
term operations. The same feature is to be found in concerns, more joint 
stock than State, such as the Credit Poncier of Prance and the Union 
Ijand Bank of South Africa. As regards co-operative societies, the 
Central Bank of Louvain has already been mentioned. But the most 
striking co-operative example is furnished in India itself. Por at the 
ninth Conference of Eegistrars of Co-operative Societies, it w^as resolved 
that village societies, central banks and provincial co-operative banks 
should take up the work of liquidating old debts so far as their resources 
permit. No question was raised about the dangers of mixed banking 
by any of those, who were in the best position possible to know^ if there 
wns any real risk. Nor can it .said that the liquidation of deht.s, 
mostly long-term, differs in any essential respect from land mortgage 
banking contemplated by us. In fact, for some time to come, land 
mortgage loans will have to be granted principally for the redemption 
of old debts. 
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155. (e) Anneals of ce-ntaral One witness, the Assistant 

Eegistrar of Co-operative Societies, Rajshalii Division, has suggested 
that land mortgage hanking should he carried on as an annexe to the 
cential bank. In other words, the central bank will be a sort of holding 
institution, and, as such, will control the land, mortgage bank affiliated 
to it. This has certain advantages. For instance, the dangers of 
mixed hanking are almost entirely eliminated. But the machinery will 
be very cumbrous. To increase the number of separate organisations 
through which long-term funds are to be raised and granted to borrowers 
is to add to the complexity and to increase the risk of possible friction 
among the institutions. Moreover, if money has to pass through three 
hands, viz., the village society, the land mortgage bank and the central 
bank and each charges even a moderate commission of say J per cent., 
the ultimiite rate payable by the borrower will be so high that the real 
purpose of granting long-term loans will be nearly defeated. 

156. Advantages if central banks carry on land mortgage 
business. — From the above analysis, it appears that there is at present 
hardly any ease for a separate land mortgage bank in Bengal. On the 
other hand, if the central banks carry on this business, there will be 
certain positive advantages. The most important is economy and 
efficiency of management, which is not possible for a separate 
institution. As has been pointed out above, land mortgage loans will 
be availed of for the present, largely for repayment of old debts. 
Thus the volume of business will not at first be very great, although 
expert stafi will have to he maintained for administering the loans at 
a considerable cost. If short-term and intermediate operations are 
carried on at the same time as the long-term operations, these costs 
will he distributed.^ But, if a separate institution is started, the only 
course for minimising expenses open to it, is to increase its area of 
operations, with the result that there^ will he an insufficient control 
over borrowers, thus nullifying the chief object of a co-operative land 
mortgage baiik, viz,, the supply of regulated credit. Besides this, there 
is an obvious advantage in supplying both short-term and long-term 
needs through the same institution. It is by this means alone that a 
proper check can he kept on horrowing, and at the same time the 
employment of loans for their legitimate purpose can be ensured. To 
sum up, we recommend that for the present, central banks in Bengal 
be required to open up land mortgage departments, the extra share 
capital required being subscribed partly by affiliated rural credit 
societies and partly by other limited liability societies to be started for 
substantial agriculturists and rent receivers. Long-term loans from 5 
to 20 years, not exceeding half the value of the land mortgaged, are 
to be granted by this new department. 

157. Sources of long-term funds. — {a) Ewisting resonrces of Central 
BanA‘s . — Whatever the organisation of the higher financing body, it 
must be able to secure a sufficient volume of long-term funds to achieve 
its purpose. There is no question that it should try to utilise its own 
resources to the utmost. The present direct long-term i*esourees of the 
central bank may be classified under three heads : (a) paid-up share 
capital, (b) reserve fund and (c) long-term deposits. The bulk of the 
first ivS not refundable and may be safely employed for land mortgage 
loans. As regards the reserve fund of co-operative banks, unlike that 
of ordinary joint stock enterprises, has not to be utilised for the 
equalisation of dividend, hut only for guarding against imforseen 
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losses. Now, suelv losses arise Kiaiiily tbroug'Ii d of primary 

societies. The best way to combat it therefore ivS to strengthen the 

jmsition oi primary societies by supplying credit for productive 

purposes. Thus there can be no objection to the einployinent of a 
moderate proportion of the reserve fund. With regard to the attraction 
of long-term deposits, central banks have so far made very little 
progress, liecently, endowment schemes have been instituted in some 
central banks, the essence of which is that depositors are required to 
make small monthly payments, on which compound interest is allowed 

by the bank. The periods after which such deposits are repayable 

vary in diherent central banks. For instance in Patuakhali Central 
Bank the period is fixed at 10 years, in Bagerhat Central Bank 12 years 
and ill Serajganj Central Bank 15 years. But these have not yet 
resulted in any large accumulation of long period funds. 

158. (h) Other T€M)nrces within the co-operative movement . — 
Another source is the long-term money secured through the operation 
of the Bengal Co-operative Provident Insurance Society, Ltd. It*is 
too ea]*ly to say how far it will be successful. In any case, the aggregate 
long-term resources of central banks are sadly inadequate even for 
relieving agricultural indebtedness, not to speak of requirements for 
agricultural improvements in the proper sense of the term, 

159. (c) 'Ne4c TesovTces.—^<ym.& other forms of long-term investment 
must therefore be tapped. Unlike other countries, debentures have 
not yet been sufficiently utilised even for industrial purposes in this 
country. They have certain advantages which shares lack, viz., a 
fixed return and partly as a consequence of that, a stable capital value. 
Cautious investors, who look for steady yield and easy realisability, 
naturally prefer debentures to shares. The same might be said also 
of insurance companies, which are now compelled to invest a 
considerable proportion of their funds in Government paper in the 
absence of other eligible forms of investment. There is no reason 
w’hy land mortgage bonds should not be popular in Bengal if they 
are sufficiently safe and adequately remunerative and are brought 
wdthiii easy reach of small investors. The figures for the sale of 
postal cash certificates, quoted in Chapter III, show that in Bengal 
there is a suflicient volume of capital available. 

160. Question of State assistance in issuing land mortgage bonds« — 

This brings us to the question of some form of State assistance in the 
issue of debentures. All the world over, land mortgage bonds , or 
debentures carry with them some form of State aid. In some countries 
the assistance is indirect, e.g., exemption from taxation as in the 
IT. S. A. In some countries, the interest only is guaranteed by the 
State, in some others both capital and interest have been guaranteed. 
Sx)ecially in new countries liberal measnres of State support have been 
accorded. Thus the bonds issued by the National Bank of the Argentine 
Republic are fully guaranteed by the State. In Chile, although there 
is no statutojy guarantee, the Government holds out that it is behind 
the Mortgage Credit Bank. This is wrong on principle and so is tax 
exemption. For all concealed subsidies are undesirable. Some 
authorities have gone so far as to object even to open and specific 
guarantees on the ground that as the volume of such credit grows, 
it diminishes the poorer of the State to borrow for its ordinaiy needs 
and thus tends ultimately to increase the cost of such borrowing. Such 
apprehensions are groundless so far as Bengal is concerned, at least for 
many years to come. In any case, a time limit may be set, during 
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which the banks issuing land mortgage bonds may be required to 
prepare themselves to do without State assistance. 

161. its forms* — Even if the principle of State assistance be 
accepted, the best form of rendering it has to be carefully considered. 
Leaving out the undesirable forms pointed at above, there are three 
eligible methods already in use or contemplated in other parts of India. 
Thus interest has been guaranteed in Bombay and the Punjab. Both 
interest and capital are proposed to be guaranteed in Burma. In 
Madras a part of the debenture issue havS been subscribed by Govern- 
ment. This has been done in effect also in Bengal, for the loan to 
Dakhin Shahahazpur Land Mortgage Bank by Governnient, referred to 
earlier in this chapter, does not differ in any essential respect from. 
Government subscription to debentures. This has one decided 
advantage, viz., that it definitely limits the liability of the State. But 
what is required in Bengal, is not so much State money on which the 
co-operative movement here is less dependent than in the rest of India, 
hut State guarantee which will induce ordinary investors to lend their 
savings. We feel, however, that the guarantee of principal will not be 
required, and, therefore, recommend that only the interest be guaranteed 
by Government, subject of course to vsuch control as may be required 
by them for discharging this responsibility. 

162. Examination of other measures of State assistance.— (a) 

Direct mb sidy . — It now remains to discuss in what other ways Govern- 
ment can help land mortgage hanking beyond facilitating the issue of 
debentures. The first is direct subsidy. It should be remembered that 
under the British Agidcultural Credits Act, the Treasury is to 
contribute £10,000 a year for ten years to the Agricultural Mortgage 
Corporation, the first institution of its kind in England, towards the 
cost of its administration. What is proposed, however, for Bengal is 
not a pioneer institution as in England but the existing central banks, 
somewhat altered. Thus the cost of administration cannot become 
equally great here, justifying a State subsidy. The existence of Bengal 
loan offices also offers some difficulties. The guarantee of interest on 
co-oj)erative land mortgage bonds will not, however, have the same 
eifect. For they will tend to familiarise people with this new form of 
investment of which the loan offices also will be able to take advantage. 

163. ih) F e Of) rd-of -rights . — In Bengal there is a special difficulty. 
As has been said earlier in this chapter, in spite of settlement operations, 
there is no up-to-date record-of -rights. This difficulty is recognised by us 
but it is not an insuperable one, in view of the fact that village money- 
lenders as \vell as loan offices are advancing money on land mortgage. 
In any case it is not possible to recommend more frequent revision of 
the Settlement records. 

164. (c) Summary powers for foreclosure and sale. — The question 
of conferring summary powers for foreclosure and sale on co-operative 
land mortgage banks has been raised by some witnesses appearing 
before us. Such powders are theoretically unsound, although they are 
to be found in Germany. For, apart from undue rigour to borrowws, 
they must lead to laxity in scrutinising the security and to carelessness 
in fixing the amount of the loan. In any case, if there is consistent 
good management throughout the period of the loan and if the period is 
long enough litigation may be avoided. 

165. i(l) Bonds to he Trustee Securities. — It now" remains to consider 
what other concessions may be legitimately granted by the State to 
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land mortgage bonds. We have already recommended tbat ilie interest 
on them should be guaranteed so that there will necessarily be some 
an)oimt of State supervision and State control. We therefore make a 
further recommendation that they be included in the list of Trustee 
securities.^ It is true that according to our previous recommendation, 
the principal has not been guaranteed by (iovernnient but we have 
imposed, as wull be seen later, strict conditions for the issue and 
inanageinent of these bonds. 

160. CoriditionS' of issue. — It has already been pointed out that 
there are obvious advantages in centralising the issue of land mortgage 
deheiitures. We recommend that they be issued only by the Provincial 
Co-operative Bank, which may make such underwriting arrangements 
with the Imj)erial Bank of India or any other bank as may be ueeessary. 
Such bonds are to be issued only up to half the value of the land 
covered by mortgages and should not exceed fifteen times the paid-up 
capital and reserve fund earmarked for the land mortgage department 
of the central bank concerned. At least two trustees elected by the 
debenture-holders are to be associated wdth the persons appoinied by 
the State in the administration of the Provincial Banks. The bonds 
should be for small amounts, say Es. 50 and fully negotiable. If 
desired by a lender, bonds should be made out to bearer, wuth interest 
coupons attached in the usual way, A sinking fund should be set up 
for the redemption of bonds, and should be freely utilised in order 
that bonds may never fall to a discount. Both sale and purchase of 
bonds at vStandard rates should be freely undertaken by all co-operative 
central banks in order that there may be as wide a market for them 
as possible. One reason for the popularity of postal cash certificates 
is the facility provided at every post office for their investment and 
realisation. It will he seen from above that we lay down fairly rigid 
conditions for the issue and the handling of bonds. This may be 
objected to by ardent co-operators, who are anxious to make rapid 
progress. It should be remembered, however, that financial difficulty 
is not the only difficulty to he surmounted. An efficient agency for 
administeriiig the mortgage loans must he setup. Above all, 
agriculturists are to be assisted to acquire habits of thrift and self-help, 
•so that with the removal of the burden of indebtedness, other problems 
of agricultural development, such as enlarg'ement and consolidation of 
holdings, irrigation and other allied projects, purchase of up-to-date 
machineries may he successfully tackled. It is a stupendous problem 
hut our concern now is only with the foundation, which must be well 
and truly laid. 
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iiarkatirig of Agricuiturai PriidiiceM 

167. ^ Methods of marketing principal crops.— Tea.— la Bengal there 
is practically no thoroughly organised market for any agricultural 
produce except tea. Tea can hardly be regarded as a purely agTicuitiiral 
product, as it is subjected to preliminary processes of inanufaeture 
before it is put on the market. It is invariably produced on 
a commercial scale involving large investment of capital and 
labour beyond the finaneial capacity of the ordinary cultivator. 
The production and marketing of tea are quite as fully organised as the 
trade in the eonnnodity. Those gardens, which are owned and managed 
by firms registered in England, despatch their tea to Calcutta or 
Chittagong for shipment to London where it is sold by auction. The 
yield of the other gardens is handled by only four European firms of 
brokers in Calcutta, who act as auctioneers on behalf of their clients. 
The manufactured tea, packed in lead-lined wooden chests, is consigned 
to the firms of brokers by the proprietors of gardens and is stored in 
warehouses in the Kidderpore Docks. The sales generallj^ take place 
once a week, and occasionally twice in the brisk season. There is no 
intermediary operating between the producers and the brokers, and 
the simplicity of the procedure of sale accounts for the absence of 
any financial difficulty which is generally associated with marketing. 

168. Jute. — Jute is an economic crop produced almost entirely for 
sale. Very little is retained by the producer for local consumption. 
Formerly it used to be spun in villages and made into strings and 
ropes for local use and also woven into gunnies and made up as bags, 
but most of these industries have now disappeared and the growers 

' keep only a few bundles for spinning into strings for household use> 
The fibre is produced in Bengal and the adjacent provinces of Assam and 
Bihar and Orissa, but almost the whole of the crop comes to Calcutta 
for sale to the mills or for shipment abroad. A very small poidioii 
is shipped directly from the port of Chittagong. 

169. Jute passes through the hands of many dealers on its way from 
the growers house to the consumer. The methods differ in different 
parts of the province, hut the account given below may be taken as 
the common procedure. Although the producer sometimes brings the 
crop to the local market for sale, the general rule is that it is bought 
in his house by travelling purchasers who may be either a faria or a 
bepari. When, as often happens, the grower is in debt he has to 
supply his produce to his creditor who functions as a hepari. The 
faria is a man of the locality and his business is to collect small 
lots of jute from individual villagers in one or more villages. Irle 
sometimes buys on his own account and sells to the hepari taking the 
risk caused by an unexpected fall of price, but more often he works 
as an ag^ent of the hepari and buys with the bepari’s money earning 
a commission on the brokerage basis. The hepari obtains his jute 
either by direct purchase from the producer in his own house or in the 
village market or through the agency of the faria. He may again be 
trading on his own account taking all risks of trade or he may only 
be the agent of an aratdar or mufassal jute merchant. These 
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merchants are Bengalis, Marwaris as well as Kuropeans and have more 
or less extensive places of business consisting of godowns and baling" 
presses. They are to be found at most of the important steamer 
stations in the jute-producing areas, the principal being Narayangaiij 
in Dacca, Serajganj in Pabna, Sarisabari in Mymensingli and Chandpur 
in Tippera. In .'N’orthern Bengal they are also to be found at important 
trading marts on the railway lines. They obtain their supply of jute 
from the beparis who act either as vendors or as agents. They grade 
the jute according to the classifications dictated by the trade in Calcutta, 
weigh and then press it in fcuchha bales. These hales are lighter 
than the pucca bales for facility in handling. The usual -weigdit of 
a kuchha bale is inauiids, but" is 4 niaunds in some places and, 
li maunds in some others. The aratdars also sort the jute brought 
to them, but their grading is not so carefully performed as that of 
the merchants. They do not pi*ess the jute but tie up in bundles' 
and then pack the bundles in the form of round drums weighing about 
on e maund each. Sometimes the aratdar is merely a w"a rehouse man 
and the selling agent of the bepari and sometimes he is a nierehant 
acting on his own behalf. Thevse kuchha bales and drums are then 
shipped to Calcutta. 

170. The principal buyers in Calcutta are either the manufacturing 
niilis or the balers. The balers unpack the kuchha hales reassort 
them according to the standards prevalent in foreign markets and 
press the juto into pucca bales of 400 lbs. each. They sell these pucca 
bales to shippers who export them to Great Britain and other foreign 
countries. In some cases the baler is also a shipper. Of the total 
amount brought into Calcutta about 60 per cent, is consumed in the 
mills. The mills buy either directly from the niufassal jute merchants 
or from the Calcutta market through the agency of brokers. 'J^he 
jute sent by the Indian merchants in the mufassal is generally 
received in the warehouses or arats in Hatkhola, Phulbagan, Bagh-- 
bazar, Shambazar, TJltadanga and Cossipore Road. These araidars 
are often purely w^a rehousemen and not merchants, but in rare cases 
they do the trade themselves buying jute that comes to them outright 
and selling it on their own account. 

171. Tobacco. — Tobacco is another crop of commercial importance 
in this province, in the marketing of which there is some organisation. 
It is growm for local consumption almost every W' here, although two 
districts in S’orth Bengal, viz., Eaiigpur and Jalpaiguri, and the State 
of Gooch Behar usually gro\v for export. The trade is chiefly in the 
hands of the Arakanese and the Madrasi merchants who come annually 
and buy the crop and despatch it to Chittagong foi export to Burma 
or to Calcutta for despatch to Madras or shipnient outside India. Tix 
the producing districts the growers bring the produce to hats or sell it 
in their houses to paikars who correspond to the farias in jute trade. 
The latter in turn sell to aratdars who act ordinarily as commission 
agents for the Arakanese merchants but sometimes purchase on their 
own account and sell to the merchants. In Jalpaiguri and Chittagong 
the intermediaries w'ork on their own capital. In Mymensingh and 
the 24-Parganas the aratdars are generally financed by the purchasing 
merchants, and in Rangpur the paikars are financed by the aratdars. 
With the exception of the aratdar all other intermediaries trade with 
their owm capital while the aratdars ordinarily w^ork as commission 
agents and sometimes as merchants. 
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172. Ricje«~As an article of commercial importance rice in Bengal 
ranks below jute altlioiigli it is far more extensively grown than the 
latter. The acreage under rice in Bengal comprises 75 per cent, of the 
total cropped area of the province. But the bulk of it is locally consumed 
and only a few districts, including Dinajpiii in North Bengal, Bakar- 
ganj in East Bengal, Sundarbans in the 24-Parganas and a couple of 
districts in the Burdwan Division may be said to have developed an 
organised trade in rice although only the first two districts mentioned 
above have a real vsurplus of production over consumption. The 
supplies from these districts are generally attracted to Calcutta but 
in adverse seasons the inter-district and even the inter-provincial trade 
in the crop are no less marked. A fair amount is also drawn to the 
port of Chittagong for export by sea. The organisation of the trade 
is of the same nature as that of jute or tobacco though less complex 
than either of these. There are local f arias and aratdars on the one 
hand and the importing merchants at Calcutta, who are also known 
as aratdars, on the other. The rice mills in various centres, notably 
in the Presidency and Burdwan Divisions, often act as direct buyers 
from the cultivators. As a rule, none of the intermediaries between 
the growers and the consumers act as commission salesmen. The 
f arias are occasionally financed by aratdars, and the latter in places 
where they supj^ly the mills are at times financed by them, hut such 
method of financing one intermediary by another of a superior gi^ade 
is not very widely prevalent in the rice trade, 

173. Difficulties in marketing. — Diversity of measurements. — Apart 
from the variety of middlemen who intervene between the grow-ers on 
the one hand and consumers on the other, there are other difiiculties 
which face the marketing of agricultural crops. The principal among 
these relates to financing, which is coninion to the marketing of all 
kinds of commodities. There is another arising out of the diversity 
of measurements and the absence of definite standards of quality which 
have reference only to some particular crops. We have been informed 
of the prevalence of a multiplicity of weights and measures in the 
jute trade. A seer weighs in different localities from 60 to 120 tolas. 
In many places the f arias do not use proper scales in purchasing jute 
from cultivators, the weight of the jute being* estimated only by the 
eye and payment made on that basis. Some witnesses have observed 
that owing to the prevalence of different weights and measures it is 
very difficult to compare prices ruling in different centres. The culti- 
vators in a particular district cannot for this reason ascertain whether 
they are getting the same price as is paid to cultivators in another. 
This difficulty can be removed only by standardising the weights in 
all centres. 

174. Lack of standards of quality. — But by far the greatest difficulty 
in marketing lies in the absence of definite standards of quality wdiicii 
often disorganises the jute market in Calcutta entailing enormous losses 
on the Indian merchants who import jute from the mufassal centres. 
Jute is generally classified into five grades or standards known as Nos. 1, 
2, 3, 4 and rejections. But the specifications with regard to length, 
gloss, colour and strength appertaining to each grade are made to 
vary from year to year and sometimes even in course of one single 
season. This variation in the specifications is stated to be brought 
about in order to depress the prices. Sometimes the prices are brought 
down by another means without altering the specifications. When 
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the season for jute opens the mills or rather their purchasers start 
huying operations on certain agreed specifications as to the standards of 
the difierent grades, but after the season advances a little, purchases 
nf the top grades are suspended by a concerted action, with the result 
that later in the season the quality of jute which could have been 
tendered according to the agreed specification against a higher grade 
bas in fact to be tendered against lower grades, for, it could not be sold 
otherwise. . Several witnesses bave estimated the loss of the growers 
resulting from this variation of gi-ade specifications as aniouiiting to 
:several crores of rupees. 

175. The loss which arises from such manipulation of standards falls 
no doubt on the Indian jute dealers in Calcutta in the first instance, 
but we think that it is partially shifted over to the cultivators as %veiL 
We therefore strongly recommend that the standards should be made 
definite by some special legislation on the lines of the American Cotton 
Standards Act, and that any differences arising bet^veeii the buyers 
and sellers should be settled by a Statutory Arbitration Board, inciiid- 
ing representatives of both the parties. The proposed standardisation 
will remove much of the speculative element in the trade and improve 
the credit of the holders of stock. 

176. Preference given to Europeans by jute mills. — The Indian 
merchants in the Calcutta jute market find much difficulty in disposing 
of their stock to the mills. Their names or marks with rare exceptioiis, 
are not recognised by the mills in utter disregard of their proved in- 
tegrity and their financial position. They are compelled to sell 
through European firms of brokers. The European broker is in most 
oases a merchant himself in direct touch with the mills and keeps first- 
hand information of the demand of the mills. He thus takes advantage 
of the best market to sell his own goods first and his Indian clients 
only get a chance when he is no longer a seller. The Indian merchant 
again has to pay a brokerage at a rate of per cent. The European 
firms in most eases sell jute direct to the mills and do not pay any 
brokerage and when they sell through European brokers they pay 
only 1 per cent. With a few exceptions the mills do not allows the 
Indian brokers to call on them to sell jute. Direct sale to the mills is 
thus practically closed to the Indian brokers. 

177. Finaticiai difficulties. — Among the difficulties which the cul- 
tivators have to encounter, the most formidable, as already referred 
to, is financial. The difidculties w^hich relate to the prevalence of 
various weights and measurers may gradually be lessened with the 
general enlightenment of the mass of cultivators enabling them to 
protect themselves against the fraudulent practices of the buyers. But 
the problem regarding the lack of financial facilities calls for a solution 
ivhieh is absolutely beyond their control. The nature of tliese difficul- 
ties and the conditions which deter them from selling their produce 
at an advantage are detailed below. 

178. Effect of indebtedness on marketing. — The problem of financ- 
ing the trade in agricultural crops in Bengal derives its special 
features from the conditions under which these are grown and sold. 
There being so many intermediaries interested in the different trades, 
the marketing of crops really embraces a series of operations including 
all the stages from the field to the final destination. At one extremity 
the p’‘oblem of mai'ketino* is inseparably connected with the conditions 
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of production. Ilnlik^ tea of which tire prodaction is thoroughly 
organised, crops like jitte' and rice are grown by the cultivators 
throughout the whole province. The average cultivator of Bengal has 
a very small holding and is so poor that he cannot carry on his culti- 
vation without borrowing. Prom the time of sowing till the crops 
are harvested, he is practically left without any income and stands 
badly in need of financial help which he obtains principally from the 
money-lenders. The co-operative societies are helping to some extent 
those that are members of the societies, but by far the large majority 
of the cultivators depend for financial help on the money-lenders. 
The conditions under which loans are obtained from the latter deter- 
mine the extent of the profit which the cultivators get from selling" 
their crops. In places where the system of dadan prevails the 
cultivators cannot avail themselves of a free market for their pioduee. 
This is specially true in the case of jute in some North Bengal districts 
like Dinajpur, Rajshahi and Rangpiir and also in some places in the 
Chittagong Division. A grower who hoiTows money under this system 
does not as a rule pay any interest but agrees to sell a fixed quantity 
of jute to be delivered when harvested at a price invariably lower than 
the market price. This system as it prevails in the Rangpur district 
wavS succinctly described by the Registrar of Co-operative Societies,. 
Bengal, in his Memorandum on the Marketing of Agricultural Produce 
in the following words : — 

“(1) Money is advanced to the grower as loan on a simple bond. 
Though there is no stipulation under the contract to sell the jute 
to the person making the advance there is a veiw definite understanding 
that the borrower will sell the fibre to the creditor. 

(2) Money is advanced on a written contract on condition that the 
crop after harv^esting would be sold to the lender at a specified rate. 

(3) Advance is made on a written contract on condition that jute 

after harvest would be sold to the creditor at the prevailing market 
rate.^" • ■■ ■ ' 

The lenders who make advances by any of these methods are undoubtedly 
persons interested in the trade in jute and not merely money- 
lenders being either agents of merchants, or merchants themselves. 
The advances are made with the obvious purpose of getting- an assured 
supply of jute. Sometimes the borrowers have to pay interest on the 
advances at a rate varying from 24 to 75 per cent., and the rate at 
which the grower binds himself to sell is often lower by 10 to 25 per 
cent, than the anticipated maihet rate. Where the cultivator thus 
contracts himself out of the right of selling liis crop in a free 
market, he has to bear losses on both accounts by paying a high 
rate of interest and also by being* compelled to accept a lower 
f.a'jce for his crop than the prevailing market jirice. The dadan 
system is now fast disappearing. Even in places where the dadan 
system does not prevail, the cultivators who are mostly indebted to 
money-lenders do not enjoy any real freedom in marketing- their 
produce. As soon as the crops are harvested, they have to meet many 
immediate requirements. The crops have to be speedily disposed of 
for paying the rent. The creditors also take the opportunitv of 
pressing their demands for loans and interest. The cultivators, there- 
fore, find it impossible to hold up their crops and are eonipelled to 
dump their produce on the market for whatever price it may fetch. 
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179. Part played by tfie nniddlemen. — It cannot be denied tliat in 
tlie present state of niarketing* organisation, th^ middlemen, or at least 
some of them, are indispensable to both the grower and the wdiolesale 
merchant. The cultivator cannot bring down his small stock to a 
distant big centre nor can a merchant go from house to house in every 
village to collect the quantity he needs. A faria is necessary for 
going to the village and buying such a small quantity from each grower 
as he wants to dispose of from time to time and carrying the collected 
quantity either in bullock carts or in small country boats to ])ig' 
centres. But even the farias caimot always depend on their own 
resources and are for too numerous to be dealt with by the big export- 
ing and imxiorting firms. For financing the farias and dealing with 
these firms one or two other sets of intermediaries, such as beparis 
and aratdars, are often necessary. The position of the middlemen 
derivevS its importance not only for the reason that they constitute a 
series of collecting agencies in the outlying rural areas but also 
because they have a definite and well regulated arrangeinent among 
themselves for providing credit. Any other agencies for purchase which 
may take their place must stand superior to them in both these respects. 
Such agencies must not only be as widely distributed as the middle- 
men are^ at present hut must also find for their imrehases the ready 
cash which the needy and indebted cultivators so badly require. 

180. Lack of organised markets. — Still it has to be admitted that the 
absence of a number of organised markets in the mufassal accounts 
in a large measure for the existence of so many grades of intermediaries, 
and operates as a formidable obstacle in the way of the cultivators 
realising a fair price for their crops. 

181. Possibilities of Pools and Sale Societies. — Many of our 
witnesses have proposed the establishment of pools and co-operative sale 
societies to solve the problem of marketing agricultural crops in the rural 
centres. Co-operative sale societies have alread^^ been established in 
many centres dealing in commodities like paddy and jute, but with 
rare exceptions they have not hitherto been able to yield any results 
commensurate with the expectations raised. They have been found 
to have serious defects not only in their methods of working hut also 
in respect of their organisation. 

182. Jute Sale Societies. — ^Among these societies those that have in 
our opinion great potentialities are the jute sale societies. The jute 
crop has by far the greatest commercial value and the fact that a 
large part of the profits of this trade is intercepted by a variety of 
middlemen fully proves how lucrative it is. The societies will bestow 
inestimable benefit on the growers, if they can eliminate the middlemen 
and secure a fair share of the value for the cultivator. But so far 
these societies have not been able to work at a profit. Only one 
society has shown a profit last year and offered a bonus to the culti- 
vators from whom it bought jute. The working of these societies 
requires a careful examination and scrutiny by experts, and the defects 
in their organisations and methods of working should be set riglit. 

183. Licensed warehouses. — Among the obstacles which at present 
stand in the way of the cultivators holding up their crops for better 
prices, several witnesses have referred to the want of proper storing 
accommodation. Various suggestions have been made to provide such 
accommodation through the co-operative sale and supply societies. It 
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has been vSiiggested that the enltivators niay^^ their crops in the* 

godowns of such societies and obtain from the local banks short-term 
loans against the goods on the recommendation of the managers of 
those societies. The managers are for this purpose to enter into an 
undertaking with the own ens to repay the loan from the sale-pro(*eeds. 
of the goods deposited. The opinions expressed with regard to the 
finance and management of the proposed warehouses do not, however,, 
appear to be earefiillj^ formulated, and the question involves many 
difficulties wliich have to be recognised before laying out the basis of 
a workable scheme. 

184. Another suggestion has been put forward by the committee 
appointed by the Bengal Provincial Co-operative Bank recommending 
the establishment of warehouses alotig with the sale societies. That 
committee have proposed that an arrangement sliould be made for 
advancing half the market price of the crops brought for being stored 
for meeting immediate demands of the grower such as for paying rent 
and also that the crops stored in this manner should be disposed of in 
course of two months for payment of the balance to the raiyat. The 
committee have not clearly explained what relation the sale societies, 
should bear to the warehoxises, but it may be assumed that they should 
be owned and controlled by the sale societies. 

185. Still another suggestion has been made seeking to correlate the 
establishment of such warehouses to the general co-operative movement 
although in a different manner. It has been proposed that the Co- 
operative Department should staii; a warehouse in every village union 
so that the majority of the cultivators residing in the union may be 
members of it holding shares. The producers are to sell their crops 
at the prevailing market rate to the warehouse after the harvest to 
meet their expenses. The crops will be sold by the warehouse when 
the market improves and the cultivators "will get, in addition,, 
shares in the profit according to the proportion of crop supplied by 
each. 

186. It is clear from the above that the suggestions with all tlieir 
differences point to a real need for the establishment of w’^arehouses 
without which one cannot expect any improvement of economic position 
of the agriculturists. Further, they prove the benefits of co-operation 
in marketing as they all seek to take advantage of the co-operative 
societies in fostering the establishment of warehouses. We do not, 
however, think it absolutely necessary that warehouses should be orga- 
nised only on co-operative lines. The warehouses will require expert 
management which the co-operative movement may at present be 
unable to supply. There is no special reavson why the establishment 
of warehouses hy the agency of men qualified by training and 
experience to manage them should not be em^oiiraged. In siudi com- 
mercinl warehouses a part of the profit must no doubt go to the 
proprietors, but if they provide the necessary brain and take the risk 
of investing their own funds in them, we do not see any objection to 
their participating in the profits. In fact, the provision for credit and 
storing facilities are two separate functions which can very w-ell be 
discharged by different agencies. The establishment of warehouses 
hy independent agencies will relieve the sale societies and leave them 
free to conduct their own work on a larger scale. We are, therefore, 
of oninion that the establishment of warehouses should be undertaken 
in the present condition of Bengal preferably by private enterprise. 
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An enabling statute will have to be passed for the purpose on the lines 
of the ITiiited States Warehouse Act adapting* the provisions of the 
latter to the circumstances of each trade and locality in BengaL We 
do Jiot, however, approve of the restrretion contained iji the American 
Act which confines the grant of license to ‘‘persons’’ connoting “a 
corporati(>n or partnership or two or more pervsons having a joint or 
{‘onimon interest” (section 2). The privileg*es under a similar A(it in 
this province should not be denied to any individual who intends to 
start a warehouse on a proprietary basis. The reason wliy we urge for 
this special modification is that in this province there is already a large 
number of aratdars or warehouse owners who by their experience are 
far better fitted to organise themselves as professional warehousemen 
than any other agency. The uncertain hnaiicial prospects of the new 
institutions will always remain a. deterrent factor and if the existing 
aratdar be not allowed to take a license, the chance of success of tlie Act 
wdil be seriously jeopardised. Even the co-operative sale societies, wliicli. 
may I'ely on a steady demand for storing accommodation from their 
own > constituents, will have to face much difficulty in managing an 
altogether new business requiring a considerable amount of technical 
skill; A 

187. The initial difficulty in establishing licensed warehouses with 
an adequate number of qualified men will be minimised if the aratdars 
who are to be found in large numbers in many trade centres in the 
mufassal and in Calcutta, and are already doing warehousing with their 
own staff, be prepared to make the necessary alterations to their existing' 
warehouses and convert them to licensed warehouses. They will be 
induced to take advantage of the Act if it attracts a large and steady 
business to them, which it is likely to do on account of the official 
control and support provided by the Act. In places where no private 
enterprise will be forthcoming* licensed warehouses will have to be 
formed on a co-operative basis, the capital being raised by shares 
subscribed by the produ(*ers and loans from co-operative financijig 
agencies. They should not be mixed up with the sale and supply 
societies which should develop on independent lines. If a licensed 
warehouse be owned and managed by a co-operative sale and supply 
society, the two functions of co-operative selling and warehousing 
should be kept separate and distinct. 

188. Licensed measurers and graders.— In starting licensed 
warehouses there will be found great difficulty in seciu'ing a sufficient. 
number of qualified graders. At present there is of course a number 
of them serving the agency offices of big jute importing firms. But the 
number of such men as well as of experts in other crops, specially rice 
and tobacco, has to be considerably increased if the scheme is to operate 
successfully on a large scale and some means will have to be devised by 
which such people will be attracted to the warehoiises. Arrangements 
should also be made to provide the agency by which such graders will be 
certified. We, therefore, recommend that a scheme for training, 
examining and certifying of licensing measurers and graders should 
l)e formulated by Cjovernment and brought into operation as soon as 
the Act is passed. 

189. Better orgafiiisatiou of markets. — ^As the establishment of co- 
operative sale and supply societies and licensed warehouses in adequate 
iiiimbervS will depend chietly on voluntary effort and private enter- 
prise, the methods suggested above for effecting* better organisation of 
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Biarkeis may involve delay and the result will also remain -imcertaiii 
for some years at least. It is therefore necessary to legislate 
for the better organisation of mai'kets. Some witnesses have proposed 
tlie establislnnent of organised jute markets in different centres on the 
lines of the cotton niarkets in Berar established under a special 
enactment. The organised cotton niarkets in Berar are controlled by 
Market Committees representing both buyers and sellers. The buyers 
are registered and all brokers are licensed and their charges are fixed. 
All weights and scales are certified by the Market Committee and no 
unauthorised deductions by buyers from the price agreed upon is allowed. 
Latest market information is made available to the cultivators. Provision 
is also made for sheds where the cultivators bring their cotton for sale. 
The establishment of organised jute markets in Bengal under a similar 
enactment will undoubtedly confer a much needed benefit on the culti- 
vators whose ignorance and helplessness are often exploited by the 
farias. The commercial importance of jute and the variety of middle- 
men through whose hands the fibre is marketed justify tbe creation 
of such markets in this province. The establishment of organised 
markets would present no difficulty as the important trade centres for 
jute are well known to the local buyers and sellers and number only 
about a hundred. The markets would prove greatly helpful to the 
general body of cultivators of whom only a small percentage has 
hitherto joined the membership of sale and supply societies. 

190. Futures market in jute. — The importance of jute as a 
oommercial product and the periodical fluctuations of its prices at 
different times of the year point to the need of setting up a futures 
market, facilitating hedging operations so as to impart a steady tone to 
ihe movements of the price of the fibre. An attempt in this direction 
has been made by the recently established East India Jute Association, 
Ltd., the activities of which, it is reported, affect jute in all its stages. 
The aims of the Association are stated to be — 

(1) to provide a good hedging market to the merchants, 

(2) to secure the interests of the cultivators hy bringing them a 

fair return for their produce, and 

(3) to counteract the combination of the shippers and the mills. 

The Association provides for three settlements only during each 
jute season, vix., in September, December and March. Transactions 
for December settlement are started in August, for March 
settlement in November, and for September settlement in 
Februai'y. If a futures market in jute is properly regulated we 
think that it is likely to stabilise the market price. No such market 
will justify its existence in this province if it acts in any way 
adversely to the interests of the cultivators. A futures market should 
not jeopardise the agricultural interest, for, ‘The essentials for a satisfac- 
tory hedging market are (1) a continuously liquid market, one where 
contracts may be executed at any time, (2) a broad market, one that 
will permit the purchase and sale of a comparatively large volume of 
goods with a minimum of fluctuation in price, and (3) a market in 
which all interested in the trade are properly represented, so that 
prices are made to move as nearly in accord with supply and demand 
conditions as possible.” Such being the constitution of a" sound futures 
market, the benefits of such an institution should go to all the parties 
interested in the particixlar trade. The East Indian Jute Association, 



flS it is constituted at present, does not satisfy all tlie above tests and 
the representation of agricultural interests in it is very remote. We 
reeoinniend that a properly organised futures market should be estab- 
lished by legislation. 

191. Financiers for marketing producOi — At present the inter- 
district and inter-provincial trades of Bengal are practically financed 
by the traders themselves who are mostly Indians. The transactions are 
often carried on a cash basis for which occasionally the traders obtain 
loans from maliajans and indigenous bankers on hundis. Practically, 
no facilities are available from the local banks except in places where the 
latter choose to make advances against railway receipts. Even the 
distributive trade in imported articles like piece-goods, salt, kerosene, 
corrugated iron, etc., is financed by a few big importing firms in Calcutta 
who make over the goods to their selling agents in important trade centrevS 
allowing them temporary credit for about a month or so. The goods are 
then passed ofi by tiie latter to dealers in the mufassal. In big trade 
centres, the retailers often obtain commodities from the wholesalers 
on cash credit. 

192. The export trade of the province is financed practically by the 
mercantile firnivS of Calcutta who have purchasing agencies or branch 
offices in the mufassal trade centres. Where the purchasers act on 
their own account and their funds run short they either take loans from 
mahajans or where possible obtain advances from aratdars. The faci- 
lities which the banks provide for financing such trade are not large. 

193. Part played by different classes of batiks^ bankers^ nfioney-* 
lenderSj mereharits and dealers. — In the primary markets, it is the 
money-lenders and iiierehants who provide financial facilities for the 
movement of crops. The money-lenders provide the f arias and beparies 
with loans, wdien necessary, while the merchants have purchasing agents 
to 'whom they make advances from time to time. This method of 
financing is followed in respect of practically all the principal crops, 
especially jute and tobacco. In the rice trade, the aratdars play the 
most important role occupying practically the same position as that 
held by the merchants in the jute trade. For trade deals in tobacco, 
the Arakanese and Madrasi merchants make advances to the local 
aratdars for purchasing on a commission basis. The dealers carry on a 
considerable volume of business in the big trade centres allomng cash 
credit to retailers. The activities of banks and bankers are mostly 
confined to trade in jute. A European firm, in the mufassal or in 
Calcutta, acting either as an independent concern or as an agent of 
some Calcutta mill or shipper, is not mxxch hampered by lack of fxinds. 
He is financially strong and has the privilege of drawing the full 
value of the goods against a railway receipt or bill of lading from a 
branch of the Imperial Bank where it exists. He gets bxiying orders 
from Calcutta mills on commission and draws against the bills of 
lading from the Imperial Bank, Buying for forward shipment by 
the mills is also done exclxxsively through him, and xinder this syvstem 
he huys jute and stores in his mufassal godowns on mill account to 
be exported later on as arranged ; in some cases the mills finance such 
buying and in other cases he raises money from the Bank by the 
hypothecation of the goods. An Indian merchant has none of these 
advantages and often sxiffers from invidioxis discriminations made 
against him when he chooses to act independently in the matter of 
transport of the jxite. The Bengal National Chamber of Commerce 
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lias pointed ont in their luemorandtxm that the mills do not make any 
advances against bills of lading issued by the Indian steamship com- 
panies and that sometimes they even refuse to accept tender of jute 
when carried on vessels belonging to an Indian company. The Indian 
merchant has, therefore, to depend primarily on his own resources 
or on the accommodatiGn he can obtain from the indigenous bankers. 
He remits the money, either his own or obtained from indigenous 
bankers against hundi, to the various trade centres in the mufassal 
through the agency of the Imperial Bank, if it has a branch there. 
In other places, he has to remit the funds through post office or by 
railway. This necessarily involves some delay and idsk. The Indian 
merchant cannot even draw against his sales to the mills on the 
Imperial ? Bank of India where a branch office exiMs, as his sales are 
generally effected through European brokers as principals who pay 
him on realisation from the mills. The European broker receives cent, 
per cent, from the mills against a railway receipt or bill of lading 
given to him by the Indian merchant, but as a rule be pays Hie 
merchant only 90 per cent, of the value of the goods less brokerage 
commission of 1:^ per cent. The Indian merchant is thus handicapped 
not only on account of 10 per cent, of the value getting blocked on 
every transaction but also for the delay caused in receiving payinenf. 
He has to pay brokerage at the time he receives 90 per cent., whereas 
a European pays 1 per cent, only, when he has to paj^ any, several 
months after he receives the full value of the goods. 

194. At present the jute balers in Calcutta obtain advances from 
joint-stock banks on the security of their stock lying in their press liouses. 
We think that similar facilities will be available to merchants in tiie 
mufassal if licensed warehouses be established in all the important 
trade centr-es. The local banks may in such cases find it safe to make 
advances against the jute stocked in warehouses under proper grade 
specifications. If proper storing and financial facilities be available 
to the Indian merchants, the latter will not be compelled to sell their 
jute immediately after purchase, which has often the effect of 
depressing the price in an already slump market. Evidence has been 
obtained stating that the jute which is imported into Calcutta by 
Indian merchants for sale to the halers is carried to the markets at 
Hatkhola, Oossipore, TJltadingi, Fulhagan and Sliamhazar where the 
storing facilities are neither adequate nor satisfactory. We fully 
endorse the suggestion made for the removal of this difficulty by the 
establishment of organised markets with an adequate number of 
licensed warehouses. It will enable the sellers to hold out their stock 
for^ better prices , if they elect to do so, and the banks wwild find it 
easier to advance money against the receipts issued by such warehouses. 
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CHAPTER Vill. ' 

for ' Internal" Trade inefyciing Distribiitiofi of 
"■ Imported Goods, 

; \195'. ^ Organi^^ of internal trade.— The iiiteimal trade of 
province may he divided into the following* six categories : — 

(J) Bistrilmtioii of foreign imported goods from Calcutta and 
Chittagong. 

{ii) Distribution of imported goods from other provinces. 

(m) Movements: of the products ' of the . province to the ports for 

export. 

(iv) Movements of the products .of. the province for export to 
other provinces. . 

(r) Intra-district distribution.-^ 

(n) Trade in local products for local consumption. 

Of these items {/')., (ni) and (vi) are by far the most important. Trad- 
ing hriiis ill the province are mostly proprietary concerns and part- 
nership organisations. In recent years a few joint stock companies and 
co-operative organisations have come into existence for trading pur- 
poses, but as yet their importance and activities are strictly limited, 
excepting perhaps in jute and to a small extent in rice. 

196. The distribution of foreign imported goods from Calcutta 
and Chittagong takes place exclusively through wholesale merchants of 
the ports. The wholesale merchants are sometimes themselves importers, 
but more often they buy from importing houses. Their goods lie in 
their own godowns or in the godowns of banks or of the Bengal Bonded 
Warehouse and sometimes also in the Port Commissioners’ warehouses. 
A few of the Calcutta wholesale merchants have branch estahlisliinents 
in important iniifassal centres where ^they send goods according to 
requirements, but generally miifassal buyers come to Calcutta for jmr- 
chasing from the wholesale merchants. After one or two transactions 
on cash basis, credit is allowed to the mufassal merchants, the extent 
of which depends on the financial position of the buj^er, while the 
duration is different in different tirades. The wholesale merchants 
naturally include in the price the interest for the period of the credit. 
Smaller mufassal merchants prefer to trade with their own resources. 
In Calcutta also, the wholesale merchant relies mainly on his own 
resources and only when these prove inadequate will he borrow from 
an indigenous banker or a bank on a hundi or a purja. The mufassal 
merchant in his tixrn grants credit, whenever necessary, to the retailers 
in his locality, whose transactions are also on both cash and credit 
basis, xinother practice is for the Calcutta aratdars to supply their 
mufassal clients with imported goods as they want, on commission 
basis. When the Calcutta aratdar acts both as the buying and selling 
agent for the mufassal merchant, the latter’s account is credited for 
the goods he consigns and is debited for his purchases, this account 
current being settled periodically, generally once a year. Imported 
goods consist mainly of piece-goods, salt, oil, hardware, etc. 
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197. Fairly large quantities of agrimiltiiral conmiodities and 

to a smaller extent, mineral products (oil from Assam and Burma), dairy 
products (ghee from Orissa, Bihar, TFuited Madras), 

inamifactured goods (piece-g^ Bombay) and oil (from Cawiipore) 

are also imported from neighbouring proyinces for consumption in the 
proyince. Most of the commodities are brought to Calcutta, ChittagoDg 
and Narayanganj and are distributed in the districts in the same way 
as the foreign imported goods. In some cases distribution also takes 
place from important centres adjoining the provinces from which these 
goods come. The transactions in the latter case are mostly on a cash 
basis.' 

198. Conmodities destined for export or for consumption in the ports 
are moved from the mufassal centres by local merchants or by pur- 
chasers from Calcutta who buy from the prime producers in some eases 
direct, but more often through intermediaries. The local merchants 
sometimes trade with their own resources, but they often also arrange 
for finance from aratdars in Calcutta who act as their selling agents. 
Purchasers from Calcutta sometimes Imy on their own account wi^h 
their own funds or with funds borrowed from bankers in Calcutta, but 
they also frequently work as agents of Calcutta firms who finance them ; 
when finance is arranged from Calcutta, the goods are consigned direct 
to the aratdars or to the principals and the latter arrange for further 
remittance to the local merchant or the agent in the mufassal as 
required. When there are indigenous banking institutions in any 
centre, as in Dacca, the mufassal merchant or the agent draws a hundi 
on his Calcutta aratdar or principal and discounts it with the local 
banker at the same time tendering the bill of lading along with the 
hundi. The indigenous banker sends the hundi and the bill of lading 
to his Calcutta office, which hands over the latter to the drawee, on 
payment of the hundi. When, however, the local merchant or the 
purchaser from Calcutta trades with his own resources, he may send the 
goods to any aratdar in Calcutta who will advance a certain percentage 
of the approximate price against the bill of lading. The Calcutta mer- 
chant or the aratdar tries to dispose of the goods, if they are not 
already sold, before arrival by selling the bill of lading, but when he 
cannot, he stores them in his godown. In the case of jute, handled by 
the co-operative jute selling organisation, the procedure is slightiv 
difi-erent. 

199. ''Wie volume of trade in agricultural commodities from Bengal 
to the adjoining provinces is not large, excepting between the north- 
western districts and Bihar. This trade is direct, but all movements 
of the products of the province towards Bombay and other distant 
provinces, pass through Calcutta and are effected as in the case of goods 
destined for export. 

200. There is also a large movement of commodities, mainly agri- 
cultural and to a small extent the products of cottage industries from 
one district to another for consumption. The trade is mostly direct, 
the buyers purchasing the commodities from the collecting’ centres. 
Transactions are all in cash in such cases. 

201. There is no particular feature of the trade in local products 
for local consumption. The producers have little holding capacity and 
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they market their products as soon as these are ready. The local mer- 
chants stock the seasonal non-perishable products with a vie\v to sell 
them at higher prices in the off-season. These people trade with their 
own funds. 

202. Existing, credit facilities.— As 'can be seen from the above,, 
credit facilities for internal trade of the province are of an extremely 
limited nature and negotiable instruments are very seldom used. The 
accommodation required by wholesale dealers of Calcutta is obtained 
generally by borrowing on htindies, i.e., on personal credit. These 
merchants also grant credit to their clients in the same way. In the 
movement of tlie products to the exporting* centres credit can similarly be 
obtained only on personal security. In rare cases when there are 
convenient hanking institutions, the bill of lading can be used as security 
for discounting the hnndi drawn on the Calcutta agent. All other tran- 
sactions in the internal trade are on cash basis. 

203. Further facilities required. — It is obvious that extensive credit 
facilities are needed if the internal trade of the province is to he carried 
on in a satisfactory way beneficial to all parties concerned and hence 
to the trade itself. The credit facilities necessary for the purpose can 
be divided into three categories : — • 

(?) For goods stocked either in Calcntta or in mufassal before sale 
or despatch, 

(ii) For goods despatched from mufassal to Calcutta during tran- 
sit, and 

(m) For goods sold on credit. 

At present a limited amount of accommodation may he obtained for 
class (?*) from aratclars or banks, but the form of credit is crude and un- 
satisfactory from every consideration. The best wa^^ by which credit 
under such conditions may he secured is by the establishment of licenced 
w^arehouses, as suggested in paras. 183 and 233 in wiiich the goods can 
be stored and whose receipts can be utilised for raising funds, if necessary. 
Accommodation in cases under (ii) can be obtained only if there are 
adequate banking facilities in mufassal centres. If the local indigenous 
banker or the loan office has an agent or office in Calcutta, the merchant 
despatching the goods may be able to draw on his Calcutta principal 
and discount the hundi with the hill of lading attached with the local 
banker and get pa-^nnent there. The local banker would then send the 
hundi and the bill of lading* to his Calcutta agent wdio would hand 
over the bill of lading to the drawee against payment of the hundi. 
The best arrangement for sale of goods on credit, i.e., for (m) is the 
introduction of trade acceptances discussed in Chapter X. As stated 
there, an inimense improvement will result if for commercial debts and 
in transactions between wholesale and retail merchants, the practice 
of drawing bills to be accepted by the debtor growls up. The creditor 
will then be hi a position to get payment whenever necessary by dis- 
counting the hill; the debtor will be benefited by the low'ering of the 
rate of interest for the period of accommodation, while the banks will 
owm perfectly safe and liquid secuilties realisable at any time by 
rediscounting them. It is, of course, obvious that many " incidental 
modificaiions in the Indian Negotiable Instruments Act are to be 
effected if the experiment is to be successful. 
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204. Credit faoifities for misoellafieoys occwpatfoiis* — Credit 
facilities for misceilaneous occupations outside those furnished by co- 
operative associations for certain class of undertaking's do not exist in 
the province. There is no association or institution wliich would finance 
an individual to take up a definite occupation. Accommodation in such 
cases can only be obtained on the personal credit of the borrower oi* on the 
guarantee of a solvent third paifiy. It is doubtful whetlier in the pre- 
sent state, educational and economic, of the country, arrangements can 
be made for such credit facilities, although the need for invstitutions 
offering these facilities is greater than ever owing to the grow- 
ing unemployment among the middle class population. 

205. Consumers’ crediti — ^If credit is necessary to provide a man 
with the implements for work, it is equally so to provide him with food 
while he is waiting to earn. Credit for consumption may be objectionable 
un principle, but considering the fact that the income of the majority 
of the population of the province is intermittent, it is indispensable 
that credit should be arranged for consumption. Credit for consump- 
tion is in fact practised on the largest possible scale by all classes of 
population. Sale on credit with periodic settlements is in vogue every- 
where in the province and for almost all commodities, although for 
cuticles of daily consumption and for small values there is not much 
justification for the procedure in normal times; for goods of slow con- 
sumption and high price, sale on credit is the only means by which the 
ordinary purchaser can buy. In Calcutta, the hire-purchase system or 
the instalment payment system (modified form of sale or credit) is 
steadily growing in popularity for certain claisses of goods like furniture, 
motor cars, etc., but in the iimfassal the system is almost unknown 
excepting in a few important centres where sewing machines and one or 
two such articles are offered for sale on hire-purchase or the instalment 
payment. Mufassal people buy few costly commodities of slow con- 
sumption and the need for hire-purchase system is not keenly felt there ; 
in Calcutta, however, there is a vast scope for organisations in this 
direction, particularly in offering to middle class population facilities 
for acquiring houses and other tangible assets. 

206. Pawn-shops ahso come under the category of institutions which 
make advances, not for production hut for consumption. There are a 
few such institutions in Calcutta, particularly in the Anglo-Indian 
quarters; the volume of business they handle show that they really 
answer to a social want. In mufassal there are no regular institutions 
devoted exclusively to the work, but in every village and tovrii,. a class of 
lenders can be found who do this business. The rates of interest for 
these loans are necessarily lower than that for unsecured debts, but 
still they are high when the margin and the security are takei/ into 
account. 
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CHAPTER IX. 
industriai Credit. 

207. ^ introductory. — -In this brief siu*Tey of the conditions of 
industrial finance in Bengal we have confined ourselves to small and 
middle-vsized industries. In one instance only we have deviated from 
thivS principle, viz., in the examination of the tea industry which, in 
respect of both magnitude and organisation, can be treated on a par 
witli many of the large organised industries. Tliis deviation was made, 
not only because it is one of the most important industries in the 
pi'ovince, but also because the list of the large organised industries, 
which were reserved for the investigation of the Central Committee, 
did not include tea. We have further enquii^ed into the conditions of 
various cottage industries not subsidiary to agriculture and also examined 
the replies to questions specially framed for eliciting information 
regarding the middle-sized industries. As the latter are in many cases 
fairly organised, we have included only those wiiicli employ working 
funds of not more than five lakhs of rupees in order to distinguish them 
from the large organised industries. We have concluded with a few 
observations on small industries which are subsidiary to agriculture. 

208. Tea. — ISText to jute, tea is the most important industry of 
Bengal. The principal tea gardens in this province are situated in the 
Himalayas and the country immediately below the mountains in the 
districts of Jalpaiguri (l)uars) and Darjeeling (Terai). There are 
also a few tea gardens in Chittagong and the Chittagong Hill Tracts. 
The number of gardens on the 31st December 1928 was 169 in Darjeeling, 
144 in Jalpaiguri, 26 in Cliittagong and 1 in the Chittagong Hill Tracts. 
The gardens are owned and controlled, some by Europeans and some 
by Indians, although the former represent by far tbe largest interest, 
both in regard to the number of gardens and the amount of capital 
invested. The industry was first started by Europeans towards the 
close of the third quarter of the nineteenth century, the Indians coining 
on the field five years later in 1878, Of the tea grown in the province, 
the Duars produce about 73 million pounds while Darjeeling about 21 
million and Chittagong' only IJ million. 

209. Among the gardens, those owned by companies I'egistered in 
England experience no difficulty with I'egard to finance as they had 
been started in most cases with adequate capital raised from shares 
both preference and ordinary. A few of them have in addition 
issued debentures. Practically all of them have the further advant- 
age of obtaining easy accommodation from msnij non-Indian joint 
storlc banks, whenever necessary. 

210. The Indian-owned gardens are owned mostly by joint stock 
companies but a few of them belong to individual proprietors also. The 
share capital of the former and invested capital of the proprietors of 
the latter are insufficient for all the financial needs of the g'ardens 
and they have both to borrow. 

211. The nature of the industry demands large initial capital 
expenditure on acquivsition of land, laying out the garden, construction of 
buildings and quarters and purchase of machinery. It is not till after 
the expiry of at least four years that production commences and income 
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begins io accriie. Tlie mmimuni size of a garden on a commercial 
scale is five liun dr ed acres for wMcfe tlia initial outlay is estimated at, 
7-| la.kii.s of rupees, including a lakli for the purchase of machinery 
and another lakh for securing the land. The whole of the heavy ex- 
penditure cannot be met from the share ca'pital raised. Some of the 
Indian companies take an admission fee of its. 20 or Bs. 25 per share 
from each share-holder, and some others insist on similar contributions 
under the name of deposit. No intarest is paid on them and they 
are generally refunded to the share-holders from the early profits 
before dividends are paid. These fees or deposits are usually spent 
on the acquisition of land. The Gompany gardens have to borrow for 
most of the other initial expenses. The individual proprietors 
generally commence their operations on a more modest scale and rely^ 
on their own resources for all capital expenditure. But there are 
some who have to borrow for this purpose. Loans for capital expen- 
diture are also required for development and renewals by well-estab- 
lished old gardens. All loans for non-recurring purposes are obtain- 
ed from loan offices, money-lenders or Marwari bankers on the personal 
guarantee of the proprietor or the direclors or on niortgage of the 
gardens. The rate of interest payable on such loans varies from 9 
hO 12 per cent, when the money is obtained from loan offices, an"3 from 
12 to 21 per cent, when it is taken from bankers and money-lenders. 
Sometimes the funds required at the time of opening the gardens are 
supplied by the directors or promoters themselves but they cannot 
altogether dispense with the need for taking loans from other sources. 

. 212. ^ Two companies at Jalpaiguri have built up such substantial 
reserves that they are now able to meet their current requirements 
vmthout any extraneous help; but all others have to take loans for 
.meeting their recurring expenses of cultivation and manufacture. 
These are advanced against hypothecation of the crops. The annual 
crops are generally hypothecated at the beginning of the year with 
a few firms of brokers and agents in Calcutta, who supply the funds 
themselves or arrange on their guarantee for cash credit with the 
Imperial Bank of India and occasionally with other European banks, 
such as the Chartered Bank. Loans are also taken by some Indian 
gardens from the Jalpaiguri Trading and Banking Corporation, Ltd. 
and a few other loan offices in Bengal which make advances against 
hypothecation of crops without any personal guarantee of the 
directors or any other third party, or on mortgage of the garden. 
Loans from bankers and money-lenders aie obtained either against 
the personal security of the directors or on mortgage of the garden. 
They do not make any advances against hypothecation of crops and 
the rate charged by them are usually higher than those of banks 
and loan offices, varying from 9 to 25 per cent. It is reported that 
in one conipany loans are taken from share-holders. Among the 
banks which provide finance against such security the Imperial Bank 
plays the most important role. The Bank is debari^ed by the Act of 
1920 from making any advances against block and so its loans to the 
gardens usually take the form of advances against personal guarantee 
of a broker with the hypothecation of crops as collateral security. 
The Bank charges 7 per cent, interest and the broker’s charge is 1 
per cent, on the gross sale proceeds, including' brokerage and other 
expenses in connection with the sale. The sale proceeds ai'e in the 
first instance employed in paying off the loan and broker’s commis- 
sion and the residue is credited to the garden. 
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agents. They do not participate in the actual manag^ement of 
gardens and their services are practically confined to providing the 
requisite funds and aiTanging sales of the produce. At present 
Messrs. Martin & Co., are acting as such agents of 18 Indian gardens 
in rlalpaigiiri. The firm charges a commission of per cent, on the 
gross sale proceeds plus interest varying from 8 to 9 per cent, on the 
annual advances. The advances are made by the firm out of their 
ovv’ii funds against mortgage of gardens, buildings and machinery in 
the cases of new concerns and against hypothecation of crops in 
established gardens. In some cases, where stores, implements,, 
machinery and building materials are purchased hj the gardens 
through the firm it charges the usual commission of 2 per cent. The 
gardens are, however, free to purchase their requisites in the open 
market or through other agencies. 

214. The existing financial facilities enjoyed by the tea gardens 
appear to be sufficient. We have however been nnable to understand 
why no serious attempts are made for building substantial reserves, when 
such high dividends as 50 to 150 per cent, are jiaid. If the dividends 
he limited to say 15 per cent, for a few years, and the rest of the x^rofits 
carried to the reserve, most of the gardens will be able to accumulate 
a sufficient reserve fund for meeting their animal recurring expenses 
from this fund. Borrowing will then he unnecessary and the interest 
on loans saved. The result will be larger dividends in future, 

215. Middle-sized itidustries. — Bengal contains a very large variety 
of middle-sized industries, such as mills for husking rice, x^i*ossing oils 
and grinding wheat and bricks, hosiery and match factories, print- 
ing presses, soap and chemical works, tanneries, iron and brass 
foundries, engineering works, etc. The bulk of these has been estab- 
lished in and round Calcutta, probably owing to the fact that the 
city itself provides a ready market for their output and also because of 
its position as the most important distributive centre in the whole pro- 
vince. Most of them are sufficiently organised and large enough to be 
brought within the category of a factory as defined in the Factories Act 
of 1922. 

216. These industrial establislinients are owned in mOvSt eases by in- 
dividual proprietors or partnerships but some of them belong to joint 
stock companies. The former have to dex>eiid on their own resources 
while the latter obtain their finance primarily from share capitaL 
The capital thus raised is hardly ever sufficient to meet the require- 
ments of the industries and both these classes have to depend on 
borrowed funds. The initial capital is almost always exhausted in 
setting up the factory with the necessary equipment and loans have to* 
be taken for meeting the deficiency in the working funds. These 
loans are obtained with great difficulty by the Indian industrial con- 
cemis and on terms which seriously handicap them in carrying 
through their operations. Sufficient credit facilities are at present 
not available from banks, which do not usually entertain any pro- 
posal for making advances either against block or against stock of 
raw materials or finished goods. Only a few Indian joint stock 
banks are reported to have granted loans to industrial firms against 
the personal security or guarantee of the directors supplemented by 
stock as collateral security. The rates of interest charged by some 
such banks appears to be too high for industrial purposes ranging 
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iisuaiiy from 15 to 18 per cent. The Imperial Bank being debarred 
from making advances for a period exceeding six months cannot 
render substantial assistance to. the industries, ^ and the loans so far 
/granted to them by the Bank are far from being commensurate with 
"their requirements in regard to both the amount and the period of 
the advances. Some advances also are made by a few Indian joint 
-stock banks against bills for goods supplied to Grovernnient depart- 
ments or institutions, public bodies or railways. For such advances 
the banks charge interest at 1 per cent, over the bank rate, but some 
"banks charge so much as 12 per cent, plus 1 per cent, commission, for 
.•collections. Even these loans are not easily available to all the indus- 
trial concerns for the banks make such advances sparingly. The 
industrial concerns have to depend largely on the accommodation pro- 
vided by the money-lenders and indigenous bankers. The acconi- 
inodation provided by these hankers usually takes the form of 
advances against hundis by the owners in their joersonal capacity. They 
have to pay a very high rate of interest for such loans ranging 
usually from 15 to 36 per cent, per annum. We have received evidence 
that in one case the directors of an industrial concern obtained loans from 
rmich a banker by pledging their personal properties and insur- 
ance policies. The rate of interest charged for such loans varies from 
TO to 18 per cent. In some cases, loans are also obtained by the direc- 
tors and proprietors from their friends and relations, but such advances 
are quite insignificant in amount and can hardly be reckoned as a de- 
pendable source of acco)nmodation. 

217. We are satisfied from the evidence that on account of the 
^absence of suitable financing agencies, industrial concerns in Bengal are 
not flourishing. Many are failing and others are compelled to curtail 
their activities. It appears imperative that some method should be 
’devised to ensure the stability and development of such industries. 

218. The existing joint stock banks, though distinctly commercial 
in character, render some assistance to the industries by financing of the 
imports of materials used in manufacture by the industrialists. The 
hanks clear the D. P. Bills endorsed in their favour by the importing 
manufacturer, take delivery of the consignments, hold them in stock 
in their own godowns and allow the importer the privilege of taking 
part delivery fi'om time to time against cash payment. Thus they 
considerably lighten the burden now put on the manufacturer of nieet- 
ing large cash demands for stocks of materials purchased at wholesale 
price. A pioposal has been put forward by a witness interested in a 
Chemical Company that such assistance should be given much more 
freely. We approve of this proposal and think that the joint stock 
hanks should take much greater advantage of this legitimate channel of 
investing their funds and thus render more valuable assistance to the 
industrialists. At present the ordinary joint stock banks do not employ 
experts to make valuation of the goods against which advances are 
-sought by the niannfacturers. They can, however, safely make such 
advances, if the task of valuation he taken up by some reliable agency, 
and suitable provision be made to insure them against any incidental 
loss. 

219. For a systematic and regular method of financing industries, it 
appears to be essential that a special type of industrial banks should 
he' organised to help the middle-sized as w^ell as the large industides. 
These banks will find ample scope for their resources in granting loans 
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to the Biiddle-sked industries against block. Such loans wbicb iniist be 
for long periods are not available from the ordinary joint stock banks 
wlio refrain from iiialdng advances against block or for long periods. 
The character of the organisation, constitution and inaiuigement of such 
banks will have to be delerniined after a careful examination of the 
requirements of the large organised industries for whoin they are 
principally intended. We are, however, of opinion that whatever the 
constitution of such banks may be, their success will depend largely on 
the financial assistance they may obtain at the hands of the Govern- 
ment, either directly or in the way of a guarantee of a minimum dividend 
or the interest on the debentures. 

220. Until such banks are established it is necessary that 

arrangements should be made to render iiimiediate relief to the struggling 
indiivstries through some measure of direct State assistance, A State Aid 
to Industries Act should be passed in this without 

any further delay similar to the Acts passed in Madras and Bihar 
ami Orissa with modifications on more liberal lines. A few losses 
incurred by the operation of the Acts in Madras and Bihar and Orissa 
may create the impression that such Acts are not likely to yield 
valuable results. We are, however, of opinion that although an Act 
of similar nature in Bengal may not find a permanent solution of the 
general problem of incliistrial finance it may in its own way help the 
growth and development of particular industries. 

221. Cottage industries not subsidiary to agriculture. — The problems 
faced by the cottage industries relate not only to their proper .finance 
but also to the marketing of their output. The artisans who do not co- 
operate have to take loans at high rates of interest from the money- 
lenders and are thus deprived of a large share of their profits. They 
cannot avail themselves of the advantage of anj^ distant markets in 
which their products can be sold on better terms than locally. The 
salvation of such industries lies in co-operation. By co-operative 
methods only can the cottage worker be supplied with cheap and facile 
credit for the purchase of his tools and raw materials and his finished 
products disposed of in the best possible markets.- The societies 
should be organised on an extensive scale, a certain number of primary 
societies being combined in a central financing union and the unions 
federated into the Provincial Co-operative Bank for financing and into 
another provincial organisation in Calcutta for wholesale purchase and 
supply of materials and for collection and sale of finished articles. 
There are a few industrial unions already in existence chiefly for the 
benefit of the weavers and there is also a central sale depot in Calcutta. 
The movement, however, has not made suffieient progress at present and 
it is desirable that, such societies wshould be increased in large numbers 
all over the province with union organisations in all centres of indus- 
trial importance. The Department of Industries should with greater 
earnestness address itself to the task of improving the technical skill 
and methods of^ production of the artisans and the movement for co- 
operative organisation should be encouraged by all possible means 
through closer co-ordination between that department and the Co- 
operative Department. 

222. It has been pointed out by several witnesses that the existing 
co-operative industrial unions are not getting sufficient financial facilities 
from the Provincial Bank. We think that the Government should 
undertake greater financial responsibilities to foster the ittovemenl; and 
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endorse the recommendations made at tlie Conference of tlie Agriciil- 
iunih Iiuinstries and Co-operative Departments held on the 12ih Juiy 
1922, which are applicable with equal force to the present conditions— 

“1. Government financial assistance should he available on behalf 
of indu.Grial societies in the form of (1) loans, (2) g-rants, (d) guarantees. 

‘ '2. Loans will be issued to : — 

“A. Finanein'g authorities, e.g., unions and central banks. In 
these eases the object for which the loans are issued would be specified 
in the appli(tation and the central bank or the union would be under an 
obligation tr supply the money to the industrial societies as specified, 
retaining only a profi.t to cover their charges for handling the money. 

“B. To industrial societies, on the recommendation of the Re- 
gistrar. ■ . . • 

‘‘3. Grants . — ThivS sliould only be necessary for industrial co- 
operative societies for operations of an experimental nature or for pur- 
poses of demonstration and would normally he made on the recom- 
mendation of fhe Industries Department which would be satisfied that 
the grant was necessaiy and justified. Financing bodies or the Re- 
gistrar would, therefore, address the Industries Department with a 
view to securing the recommendation of the Industries Department. 

‘^4. Guarantees . — These would only be necessary for industrial 
co-operative societies for operations not necessarily of an experimental 
nature but for operations in a new direction where it migRt be con- 
sidered that the public advantage from the success of the operations 
would be considerable, and would normally be made on the recom- 
mendation of the Industries Department in the same wmy as grants. 
The guarantee would be to the body financing the industrial society. 

‘"(i) Normally the financing of co-operative industrial societies 
should be tbrougli the form of a union of the Bankura Union tyx)e. 

‘Hii) Subject to the above where there exist only a limited number 
of societies, particularly when scattered, with no immediate prospect of 
expansion and consolidation, central hanks should be prepared to 
finance tJiese industrial societies. 

'‘(Hi) It is desirable that the central banks which finance industrial 
societies should form a special sub-committee to give attention to these 
societies, hut it should be clearly laid down that the sux)ei*vision exer- 
cised by this sub-committee must not lead it to interfere directly in the 
management of the affiliated society. 

'‘5. ilethods of supply . — The union should normally finance its 
affiliated societies by the advance of raw materials and implements. 
Cash advances a3‘e undesirable. Of the systems of business betw^ecn the 
union and its societies it is considered that the bani or wuiges system is 
preferable but it is realised that this cannot he insisted on in all 
cases. 

^^6. Financial assistance from a central hank should normally 
take the form of advances of raw materials. Cash advances should not 
be resorted to except in eases in which it is absolutely essential to free 
the members of an affiliated society from the mahajan and where it is 
clearly ascertainable that adequate repayment can be made from the 
profits of the members concerned. In this case a duty would devolve 
upon the society to see that the Mahajan is paid ofi:. Cash advances, 
however, on the seeuxity of, the finished products as contrasted with 
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cash advances in tke first place for prodnctioa are not open to tie sanie 
objection althoiigli it is generally desirable that all advances should be 
ill kind. 

“^7. Disposal of prodiicts,— This is, naturally the work of tlie indus- 
trial union. It is recommended however that a eentral bank should not 
Undertake this activity except where it is satisfied that it has an excep- 
tionally competent sub-committee for this purpose, or where the indus- 
trial society is incapable of satisfactorily disposing of its products. 

‘‘8. It is recommended that the Bengal Provincial Federation, 
Limited, should restrict its activities to general financing for the pre- 
sent, as its sub-committee could not have the degree of local know- 
ledge requisite for the consideration of financing local concerns. There 
would be no objection to the Federation financing a union or central 
bank wdtli a view to the resources so supplied being utilised by the 
union or eentral bank for financing purely industrial societies.'’ 
(Page Gl, Minutes of the Conference of the Agriculture, Industries and 
Cb-operative Departments, 1923.) 

223. Cottage mdustries subsidiary to agriculture.— The cottage 
industries subsidiary to agriculture do not give the agriculturists full 
eniployinent during the whole year, not because of want of opportunities 
but often on account of a distinct lack of ambition to earn more than 
can be got from agriculture alone. In some eases again the tradi- 
tional subsidiary occupations that they were used to, have been lost 
by the severe competition of cheap articles produced by large factories 
both in India and abroad. Among such occupations as still subsist the 
one most extensively in vogue is the husking of rice by the crude 
wooden apjraratus called cWrewK which is generally carried on by 
female members of the peasant families. Two other important though 
somewhat less wudely prevalent industries are cotton spinning and 
weaving and the making of gur. Cotton-spinning and weaving by 
charka and liandloom which were very common subsidiary occupations 
in the past and were at one time threatened with total extinction by 
competition of cheap mill manufactures are growing popular again, 
although they have not been able to regain their former position. 
There are other subsidiary industries like silkworm-rearing, rope and 
basket-making, mat-making, etc., which are carried on in localities 
specially suited to such industries. 

224. These subsidiary occupations being carried on at present on a 
modest scale do not require much outside financing. The cultivators 
generally carry on such operations within their limited financial 
capacity. If they have to borrow at all they have no other source than 
the village money-lender or rural co-operative society from whom loans 
are taken for agricultural and personal requirements. 
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■ CHAPTER 

Facilities and Instryinents of Credit, 

225. Genera! observations-— The priinary requireiiieiit for tlie 
expansion of banking* organisation in any country is a well-organised 
money market with a central bank at its head to control credit as well as 
the currency policy. N^o credit system can function properly unless the 
banking reserves of the country are centralised and the mobility of 
credit is secured through negotiable credit instruments. As is too w^ell 
known, there has been as yet no effective control of the credit situation 
in India by any authority ; a preponderatingly large portion of the 
commercial’ and financial transactions in the country is in the hands of 
the bazar dealers and so remains outside the control of the Imperial 
Bank as it is constituted at present or of the Government. The defects 
of the existing system are obvious. Producers cannot derive any 
benefit from credit and are dependent mainly on their own resources; 
when in need of accommodation, they have to borrow at rates which 
bear no relation with the so-called bank rate of the country. Banks in 
the absence of liquid investments are compelled either to keep in their 
vaults large sums which are absolutely unproductive or to lock up their 
ussets in advances against Stock Exchange securities, which can he 
realised only with extreme difficulty in times of emergency. The 
remedy lies in the development of credit instruments and the establish- 
ment of a central bank which will foster the growth of credit 
organisations and bring about greater cohesion among* the component 
parts of the money market of the country. 

226. Credit instruments in use in the province- — The credit 
instruments in use in the province are : — 

(a) Cheques, hearer and order, bank drafts. 

(h) (i) Hun cl is, sight and time (usance). 

(u) Bills of exchange — ^hank and trade acceptances (sparingly 
used). 

(e) Pro-notes and purjas. 

(d) Railway receipts and bills of lading, 

(e) Hessian delivery orders, warehouse receipts, etc. 

227. Of these, cheques, liundis, railway receipts and bills of lading 
constitute the majority of the documents, 

228. Cheques and Drafts.— Cheques . are mainly used for local 
payments, but sometimes payments in neighbouring places are also 
effected through^ them. Bank drafts are talcen recourse to when funds 
are to be remitted to a distant centre or to places served by such 
a centre. 

229. Hundis- — Hundis are utilised for remittance (sight or 
darsharii) as well as for borrowing (time or muddati). These latter 
papers, the muddati hundis, by far the most numerous of the indigenous 
documents, have no reference in their body to the transactions on 
which they are based. They may be simple accommodation papers or 



may be based on some bona fide commercial transaction. Tlie lendeiv 
when buying hiindis. relies only on the personal credit of the borrower 
and does not care to know whether the amonnt is going to be used for 
productive or iinprodxictive purpose. When these papers are i^edis- 
eoiiiited by the banks, the latter also count on the personal credit of the- 
endorsing shroffs and noi on anything else. In actual practice a 
liundi appro:simate.s a cheque more than any other kind of a hilL 
Hioidis do not strictly eome^ under the Negotiable Instruments Act 
because they are almost invariably saddled with conditions which liave 
to be satisfied before the payment is made, but they are governed by 
time-honoured customs and the usages of the various localities. In 
actual practice they are easily negotiable, but they are not considered' 
to be negotiable instruments witbin the meaning of the Act. Speci- 
mens of clifl-erent kinds of hiuidis in use in Bengal are printed in Appen- 
dix X. (See also in para. 384). 

230- Bills of exchange in the shape of trade acceptasices« — Trade 
acceptances (bank acceptances are everywhere used for foreign trade)y. 
although ideal credit instruments and extensively used in all countries- 
for financing internal trade, are almost xinknown in the province. On 
account of the joint liability of the hearers, the bill constitutes the best 
credit instrument transferable by endorsement and without formality.. 
Between merchants (primarily between wholesale and retail) and for- 
commercial debts, the creditor should he able to draw on his debtor a 
bill not exceeding’ the amount of the debt and the debtor should be* 
bound to accept it. The creditor would then he able to discount the^ 
bill and secure funds for further productive work. The creditor here,, 
instead of drawing, charges interest at a comparatively high rate for 
the period of the credit and waits for the payment. If in the meantime*^ 
he is in need of accommodation, he has to borrow from the indigenous^ 
banker or the joint stock banks on his own credit. As is evident, the' 
debtor pays a high rate of interest; the hanker also does not hold any 
liqxiid security against his advance, which he could realise in case of 
need. It may be contended that a trade acceptance to be eligible for* 
discounting as a commercial bill must be supported by documentary- 
evidence of the transaction, but this is not indispensable. In the 
domestic trade of every country, clean bills are accepted for discount" 
in the money market and for rediscount at the central bank if the hank 
is satisfied as to the origin of the hill. On the continent of Europe the- 
word ‘^"value in goods’^ mentioned in the body of the hill is held as 
sufficient proof^ while in the United States of America if a bill, sub- 
mitted for rediscount to a Eederal Reserve Bank, be not drawn so as 
to furnish evidence of a bona fide commercial transaction, a stamped' 
certificate by the drawer or the acceptor makes it eligible for discount. 
In any case the hank or the banker is in a position to find out the exact 
nature of the bill and if he gives preference to such bills in matters of 
discount, the practice of drawing bills will soon develop to the immense- 
benefit of all parties concerned. 

231, Pro-notes. — Pro-notes are mainly used for ordinary borrowing 
and are only sparingly used in tbe province for commercial transactions. 
It is not desirable to encourage the usei of these papers in trade. Owing 
to the special and pmsonal character of the obligation, the pro-note* 
constitutes a less desirable instrument of credit than a draft and is not 
negotiable.^ The pro-note does not offer a certainty that the proceeds 
from its discount will be actually used for productive purpose and 
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<-,oiumereiai operations. It is an instrument nioi*e of a financial tlian 
€ommereial character. The indig'enous bankers do not prefer it as, 
apart from other shortcomiiigs, interest cannot be deducted when 
tlie loan is made. They prefer piirjas which have been described in 
para. 387. 

232. Railway receipts and bills of lading. — llailway receipts and 
bills of lading are extensively used in financing the movement of crops, 
particulaily from upcountry centres to Calcutta. When the merchant 
despatelies the goods which he has purchased to his agent or aratdar in 
Calcutta, be draws a hundi on the latter and discounts it with the local 
banker, vhere any such exists, at the same time tendering the receipt 
with the hundi. The Calcutta agent of the banker hands over the receipt 
to the drawee on payment. More often the merchant has taken advance 
from the aratdar himself, in which case he simply sends the receipt to 
the latter, who tries to dispose of the consignment before it arrives by 
selling the document. If the goods are sent against a contract, the 
aratdar simply hands over the receipt to the buyer after receiving 
payment, as stipulated. The receipt may change hands many times 
before tlie goods are actually taken possession of. 

233. Hessian delivery orders, warehouse receipts, etc. — Hessian 
delivery orders constitute aii important class of credit instruments in 
Calcutta. They are readily bought and sold and are extensively used 
as security against over-drafts or other forms of accommodation from 
bankers. Receipts of the Bengal Bonded Warehouse and also of the 
Port Commissioners’ warehouses are to a limited extent used as 
rsecurity for raising funds in Calcutta, but by far the greater portion of 
the goods arriving in Calcutta for export or waiting to be distributed 
in the province, are stocked in such a way that it is difficult to raise 
money by pledging them. In muiassal centres there is no arrangement 
Tby winch goods can be offered as security for loans. Certain joint-stock 
banks of Calcutta used to advance a few years ago on the security of 
the stock of the aratdars and even to-day the Imperial Bank lends in 
that way to some European houses, but so far as the Indian merchants 
are concerned, those facilities have ceased to exist and the aratdars 
have to borrow on their personal credit to make advances to the owners 
'Of goods stored in their arats. The^ owners are thus in a position to wait 
till they get a good price for their goods, but this restricted form of 
assistance is available only in Calcutta and to a smaller extent in 
important mufassal centres and even then the process is crude and the 
owners are frequently at a disadvantage and at the mercy of the 
aratdars. Most of the witnesses who tendered evidence on the subject 
advocated the establishment of licensed warehouses in important 
mufassal centres, uiider strict Cxovernment control, where an owner 
could deposit his goods and get a receipt on the security of wdiich he 
can raise funds, if necessary. Such organisations have proved success- 
ful in Egypt, particularly in strengthening the holding capacity of the 
cotton producers, and there is no reason w’hy these should not be of real 
assistance to the agricultural producers of the province, if conducted on 
right lines. The difficulties of management are obvious. All important 
agricultural commodities are to be graded first and there must be 
experts in &veYj warehouse to appraise the quality of goods deposited. 
^The accommodation must be adequate and provide against theft, fire 
and deterioration by damp or otherwise. Then the local hanks or 
bankers must he persuaded to accept these receipts as security for the 
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advance they make. It is difficult to judge at this stage whether storing 
of produce in these 'warehouses, after paying' the necessarily high cost 
.of storing', insurance, etc., will he beneficial to the producer in me 
long run, but the experiment is well woihh trying, although its success 
will depend mainly on private initiative. 

234. Debentures, certificates and similar other decuments maturing 
within a short period, are utilised in many countries as negotiable 
instruments for raising funds by diseoimtinig them and not by depositing 
as security, but so far as this province is concerned, instances of snch 
operations are rare. 

235. Reduction of duty on hills. — The existing scale of stamp duty 
on bills of exchange, including hundis, is undoubtedly high and almost 
all witnesses have advocated a reduction. Self-liquidating bills and 
hundis drawn against goods in the last stages of production or on the 
way to the market provide the best possible investments for banks and, 
when there is a rediscount market, constitute the most liquid assets of 
banks. It is a well-known fact that owing to the high stamp duty 
■on time hundis the parties avoid them by taking recourse to a purja, a 
mere receipt for the amount received with verbal understanding 
regarding the actual date of payment. A specimen of such a purja is 
piinted in Appendix X. The disadvantage of a purja from the lender's 
point of view is that it is not negotiable and cannot be discounted. 
Even the Government of India have themselves experienced difficulties 
ill the working of their eurreiiey system because of this state of affairs. 
Under section 20 of the Indian Paper Currency Act emergency currency 
can be issued only against inland bills, but the Imperial Bank finds 
it difficult to get a sufficient supply of these bills to tender because 
its clients prefer to borrow on cash credit or pro-notes (on which the 
stamp duty is fixed) and not by bills. It is true that the Government 
at present gets over the difficulty" by deducting the cost of stamps ^rom 
the interest payable on the emergency curi'ency issued against these 
bills, hut the procedure is unsatisfactory and aitiificial. We have made 
our recommendations for the reduction of stamp duty in Chapter XV. 
If our recommendations are accepted, the borrowers are sure to take 
advantage of them to a much greater extent, as there is every possibility 
that the hanks and bankers will be able to lower their charges for 
accommodation, because these papers can be rediscounted when they are 
in need of funds. A distinction, however, should he made between 
hills payable within a year of issue or sight and after that period. It 
is clear that bills payable after one year are mostly accommodation 
papers and do not represent any transaction for goods in the lavSt stages 
‘Of production or on the way to market. The object of the reduction 
of the duty is to encourage the banking habit of the people and so this 
latter class of papers wshould be excluded from the benefit of reduced 
stamp duty. Bills and hundis drawn in the province are mostly for 
periods less than a year and it is hoped that the reduction of the duty 
ns suggested will give an impetus to the development of the practice of 
drawing hills and thus foster the growth of banking habit. 

236. Amendment of the Negotiable Instruments Aot. — It appears 
from the information collected that there is need for minor modifications 
in the present Xegotiable Instruments Act. The Bengal Chamber of 
Commerce has suggested that an inland hill should be defined as one 
which is drawn or made in India on a resident in British India or 
payable in British India and not only payable in India irresnectivA 
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wliere it may hare been drawn, as has been decided by the Calcntte 
High Court in a recent case. The Bengal Chamber also suggested that 
the Indian Negotiable Instruments Act should explicitly provide, as in 
the English Act, protection to the collecting banker when the endorse- 
ment on demand drafts, drawn by one branch of the bank on another o£ 
the same bank, is afterwards found to be forged or without authority. 
We recommend adoption of these proposals. Another proposed 
amendment has been discussed in Chapter XV, 

237. Standardisation of bil! formSt — There is a wide divergence of 
views regarding the introduction of standard forms for bills and hundis. 
According to several witnesses the introduction of standardised forms 
would interfere with the use of hundis as the document would then be 
deprived of the personal character which is a marked feature of these 
bills. The majority view, however, is that provided there is no increase 
in charges clue to the cost of printing and management, standard forma 
will be welcome, Thei'e is, however, another consideration in this, 
connection. -Unless a bill of exchange or hundi is payable to bearer 
its circulation becomes limited in a country like India where there is. 
such a multiplicity of script, 

238. The best solution, so far as this province is concerned, ajipears 
to be that a standard form may be introduced for the bearer hundi 
which would always retain its bearer character. No one should, how- ever, 
be compelled to use such an instrument unless he wanted to do so* 
No standard form should, however, he prescribed for hundis payable 
to order. Most of the hundis in the province belong to the latter 
category and there will thus be no unnecessary interference with the 
existing system. 

239. Methods of remittance. — Internal remittances can be made in 
the province through indigenous banker’s hundis, post office, Imperial 
Bank, joint stock banks and also through Government by supply bills. 
The last named agency is fast hecoming the most important channel for 
2 'einitting funds where there are no branches of any banking institution, 
as may be seen from the annual reports of the Controller of Currency. 
Of the diiferent methods of remittance, that through the post office 
is the most costly, although this is. the only channel for remittances 
to and from the outlying^ districts. Many merchants and bankers 
are of opinion that it was a mistake on the part of the Govern-- 
nient to amend the Currency Notes (Refund) Rules of .1921, wdth a 
view to discouraging, if not prohibiting entirely, the practice of cutting 
notes and remitting by halves. The consensxis of opinion is that the 
system of note-cuttin'g is an advantage and till the banking organisation 
has expanded, the facilities to obtain refunds in respect of the lost half 
of notes should be re-introduced. The facilities for remittance through 
post offices, particularly for comparatively small amounts, will also* 
increase, if, as suggested in Chapter XVI, arrangements can be made 
for transferring savings bank deposits by letters of credit. Of the 
other agencies for remittance, viz., the indigenous hankers and joint- 
stock banks including the Imperial Bank, the former, where they exist 
as in Dacca, are undoubtedly cheaper and every effort should be made 
to develop the system further. If the indigenous banker and the loan 
offices in the muffasal are linked with the money market in Calcutta and 
if such relations are established and movements of funds start in both 
directions, the cost of remittance, which is at present regarded very high 
by traders, is bound to come down. 
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Part IIL 


Co-operatioB. 


^ CHAPTER XI. 

' 'co-operative 
Progress made by the movemeiit. 

■ 240., Progress',,- of the ..movement.— Coroperatioii .in ',' credit was 
introduced into Bengal by the Co-operative Credit Societies Act of 1904. 
It was the result of extensive enquiries conducted by Sir Frederick 
Nicholson in various parts of the world on the constitution of agricultural 
banks. Co-operative credit societies were unknown in this country before 
that date ^‘nd when introduced, they aroused a; con of 

criticism and some opposition from the public and the progress was 
necessarily slow. But in spite of these drawbacks and the difficulties: 
encountered in financing the societies when they were formed, some 
progress was made and the system gradually found favour with the 
agriculturists for whose benefit it' was worked, and won the confidence 
of the investing public to a small extent. Afany defects were found 
in the law which were removed by the enactment of the Co-operative 
Societies Act of 1912 and since then the progress of the movement has 
been remarkably fast. The following table shows the number and 
working capital of different kinds of co-operative societies at the end 
of the years 1912-13, 1917-18, 1922-23 and 1928-29:™ 
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241. Agricilltlirai' SocietieSii— The. first primary societies among 
agriculturists were based on the Baiffeisen model. ■ A number of 
persons residing in the same Tillage combined together with joint and 
unlimited liability and formed a society which became a corporate 
body after registration. The purpose of the association w^as to 
encourage thrift by taking deposits from members on rates of interest 
higher than were obtained in the neighbonrhood, and to raise funds 
from the locality or elsewhere, to give loans to the members at rates 
of interest lower than the prevailing rates. As the members who 
joined the society were nearly always needy people, it was useless to 
expect them to add much to the deposits.’ The first society formed was 
in Knshmore in Birhhum district with a deposit of Rs. 9-4 and a loan 
of Rs. 400 from Cjovernment. It had 71 members of whom 37 were 
borrowers. Societies are now being formed with a share capital, but still 
with joint and unlimited liability. The annual instalments called on 
the shares are small and the payments are spread over a course of years. 
This in effect means compulsory saving hy the members. On the 30th 
of June 1929, there were, besides the grain societies, 16,889 agricultural 
credit societies dealing in cash with a membership of 407,652 and a 
working capital of Rs. 4,21,19,119. In spite of its magnitude the 
movement has reached only a very small proportion of the rural 
population. Societies have been established in only one village out of 
five in the province, while the proportion of agTiciilturist families 
benefited is only about 1 in 15. There is no doubt that it has done a 
great deal to encourage thrift. Out of a total working capital of 421 
lakhs, 40 lakhs represent the share capital, 16^ lakhs the deposits of 
members, while the reserve fund exceeds 65| lakhs. All these sums of 
money may he considered to have been saved by the members. Besides 
these, there are 41 credit societies with 1,428 members which grant loans 
and recover them in paddy. The progress of the working capital of 
agricultural societies from different sources is shown in the following 
table : — 
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242. Classification of rwraS societies.— The anTieultnral primary 
societies are classified after the annual audit into five classes A, 3 , C, 
D and E, according to the quality of their working of the past year. 
The table below shows the audit classifications of these societies during 
the last five years : — 



A. 

B. 

C. 

D. 

E. 

Under 

:proba-' 

tion. 

1924-25 

no 

630 

5,401 

650 

487 

1,409 

1925-26 

132 

797 

6,531 

726 

492 

728 

1926-27 

150 

787 

7,384 

863 

575 

1,581 

1927-28 

152 

850 

8,458 

1,108 

687 

4,402 

192S-29 

166 

855 

10,177- 

1,427 

807 

3,457 

The number 

of A and B 

class societias (the 

best 

classes) is 

small 


hecause of the low standard of education among the members, in 
consequence of which, the records and accounts are not kept as perfectly 
as the standard demands, and because they are too poor to save enough 
to add much to the deposits of the societies. The U and E classes are 
bad societies where the principles of co-operation are not understood, 
•or if understood, ignored. They total 2,234. Societies of the E class 
.are or will soon be under liquidation or reconstruction. The 
■societies under probation are recently formed and too young to show 
iheir quality and be classified. The normal societies are C class, and 
number 10,i77 out of 13,442 societies classified. 

243. indirect benefits of co-operation. — The members of co-operative 
.societies have taken advantage of the principles of co-operation in 
making improvements in their economic condition in various directions 
other than credit. The Eegistrar of Co-operative Societies in 
his report of 1927-28 has described how in a few societies the members 
have realised the necessity of' curtailing extravagant expenditure in 
social (‘eremonies. In 'many places they have given up litigation and 
are settling their disputes by amicable arbitration. We found a 
notable example of this in fjosaba, the zamindary of Sir Daniel 
Hamilton. The members of some societies have agreed to give up 
■smoking and drinking. They have created an ardent demand for 
education for the members and their children. The Ganja Cultivators^ 
Co-operative Society at jSTaogaon subsidises 3 High English Schools 
and 45 primary schools for boys and girls within its jurisdiction. 
Many primary schools and in some areas night schools have bean 
established b 3 ^ the agency or the assistance of rural societies and central 
banks. These societies have contributed to a large extant to the 
creation of the keen demand for univarsal primaiy education that has 
been evinced in recent years. A weaving school has been established 
in IS^oakhali district through the efforts of tha local co-opei^ators onl 3 r. 

244. Thrift. — But the greatest benefit that this movement has 
imparted to its members is the inculcation of the virtue of thrift. 
The statement given in paragraph 241 above shows that during the last 



5 years the deposits of members liaTe risen from 9 lakhs to 16 lakhs^ 
while the share capital has increased' from 14 lakhs to 40 lakhs. 
Considerable savings have been effected by the members of village societies 
affiliated to the Matlab Central Bank in Tippera by the daily collection 
of a handful of rice (musti) from the hoiivSe of every member. In 
a society in Eajshahi district every member deposited one-tenth of the 
value of his agricnltural produce of the year in the society and with 
the assistance of the capital thus raised has been working independently 
of the central bank. Home safe boxes have been introduced very 
extensively by several central banks but the villagers are generally too 
poor to pay the high price of the boxes and do not possess any safe 
repository in their own homes where they can keep these boxes. This 
movement has therefore not prospered as rapidly as was expected, 
vSchemes of Provident Fund Deposits have been inaugurated by several 
central banks to which every member of a rural society is encouraged to 
contribute a fixed sum periodically to receive the benefit of an 
endowment at the end of the stipulated period. This scheme has been 
extended in many places to agriculturists who are not members of any 
co-operative society. The Bengal Co-operative Provident Insurance 
Society, Ltd., that has recently been formed offers facilities for life 
assurance to all meinhers of co-operative societies on very attractive 
terms. It has brought the benefits of life insurance within easy reach 
of the rural population. 

245. Reduction of interest rate. — It is the overwhelming evidence of 
our witnesses that in every locality where co-operative societies have 
been established the rates of interest charged by the local money- 
lenders have come down. In several instances we have found that 
professional money-lenders have turned to active co-operators and have 
deposited the bulk of their capital in central banks. 

246. ^ Agricultural non-credit societies. — The Act of 1904 was limited 
to credit societies only. Since the passing of the Act of 1912, efforts 
have been made to meet the needs of agriculturists by co-operation in 
other ways than by supplying them w'ith credit. Four classes of non- 
credit societies have been organised during the last 18 years. The 
agricultural purchase and sale societies are mostly agencies for 
marketing the pioduce and some of them are wffiat may be called 
co-operative stores for the supply of agricultural and domestic 
requisites of the villagers. In Western Bengal -where the need of 
irrigation was felt very keenly, irrigation societies have been 
established for the re-excavation of old silted-up tanks and streams and 
other sources of irrigation and for erecting embankments to kee]) out 
floods or saline water. The production and sale societies are unions 
of producers, created for pooling the agricultural produce of ilie 
members and disposing of them on their behalf at the best markets. 
The Agricultural associations have been established for indenting for 
in bulk and supplying to members agricultural requisites such as 
implements, seeds and manure. The table below shows the progress of 
non-credit agricultural societies during the last 5 years: — 












247. Pyrchase' aiicl -pyrcliase arid sale '^soeieties. — Since 1924, a 
^serious attempt lias been made to give the jute cnltivat^^^ a fair share 
the value of his produce by the organisation of jute sale societies, 
'The principal difficulty encountered was in obtaining a fair price from 
the customers who are chiefly the jute mills in and about Calcutta* 
The^^ would not buy small quantities nor accept any consignment unless 
g'uarantead to be of the quality professed. To meet this difficulty the 
sale societies had to be organised on a very elaborate scale and after 
working during the last three years the G. 0. S. mark has now been 
flrmly established as a reliable mark in the jute trade and finds a ready 
’Sale among all classes of customers at a fair price. One effect of having 
io begin from the very start on an extensive scale was that the jute 
had to he purchased from niemhers as v^ell as non-members and the 
agriculturists being ignorant and doubtful of the benefits of the 
movement and also being under the influence of the local middlemen^ 
did not bring their jxite into the sale societies’ godowiis in as great 
‘quantities as was expected. Some progress has been made but these 
-societies are still in an experimental* stage. We consider that the 
ideal of these societies is most coanmendable hut they do not appear to 
have been worked on right lines in the past. No serious attempt 
:appears to have been made to get the members of societies to sell all their 
jute to the sale society or if it has been made at all, it has not been 
•successful. Nowhere except in Spnatola in 1928-29 has the cultivator 
3'eceived a higher price than the market price, which is the principal 
raison d’etre of these societies. There must be many other defects, 
both in the organisation and in the method of working or the losses in 
tlhe past would not have been so high. We think that a careful enquiry 
by experts must be made without any further delay before the 
department decides to continue or further extend the movement. We 
consider sale societies to he of very great importance to the 
agriculturist and they have vast possihilities, if run on proper lines. 
‘They must not, however, he allowed to jeopardise the success of co- 
-operation in other branches, by an ignominious failure, for want of 
proper guidance. The following table shows the working of the jute 
mle societies since their formation : — 
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248, Paddy sale societies have also been established in many areas:- 
blit not on so large a scale. They have almost all shown a profit but. 
the profit is not large as this movement is also in an experimental 
stage at present. The sale societies at Gosaba and Khepnpara have- 
established rice mills at their headquarters where the paddy collected 
from the members is hulled and the cleaned rice is despatched for sale^ 
We found the former working very succesfully and the latter waa- 
opened only three months ago. The co-operative stores in agricultural 
areas such as Khepupara, Naogaon and Gosaba, are working- 
successfully and appear to be of considerable assistance to the members.. 

249. Irrigation SOCieties.~The irrigation societies are also very 
popular. The agriculturists whose land requires irrigation form a.. 
co-operative society with limited liability, and take shares proportionate 
to the areas of their respective holdings and borrow funds from their 
own financing union or from a central hank, with which they execute 
the contemplated irrigation work. When the work is completed, an 
annual water cess is levied on each acre of land irrigated, and with the 
proceeds of the cess the loan is repaid with interest. In low lands, 
where embankments are necessary to keep out flood, similar societies- 
have been formed by co-operative action. The tendency of these societies- 
to stop operations and levy of water cess as soon as the loan is repaid 
should he checked. They should be encouraged to keep alive and levy 
a reduced cess for repairs and continuous maintenance of the irrigation, 
work. The progress made by these societies is shown in the table- 
below : — 




1924.26. 



1928.29. 


District. 

Number 

of 

societies. 

Number 

of 

members. 

Working 

capital. 

Number 

of 

societies. 

Number 

of 

members. 

Working 

capital. 

Khulna 

1 

39 

Bs. 

010 

3 

297 

Rs. 

6,594- 

Murshidabad . . 


* * 


2 

54 

No work.. 

Burdwan 

4 


32 

73 

1,662 

. 5,690;:' 

Bii'bhum 

168 

4,745 

54,765 

397 

7,539 

1,05,941 

Bankura 

170 

7,073 

1,69,326 

278 

8,987 

: ; 2,45,204- 

Midnapore 

1 

94 

1 4,131 

1 

93 

3,662: 

Hooghly 

4 

48 

1,723 

3 

52 

1,865 

Howrah 



** 

6 

1,385 

12,636> 

Faridpur 

1 

14 

428 

1 

14 

92 

Bogra 

1 

19 

Work 

1 

19 

395 

Malda 


... 

not com- 
menced. 

8 

31 

1,064 


250. Produetion and sale societies.— The most conspicuous 

example of a production and sale society is the Naogaon Ganja 
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Cultivators^ Co-operative Society, Ltd., a full descidption of which, has 
teen given; in Appendix VI (3). One hundred and sixty-nine milh 
societies have been established. These are essentially producers’ 
organisations based on limited liability and share capital subscribed by 
the producers. The milk produced by every member is collected and 
brought to the headquarters of the union where it is tested, pasteurised 
and then sold. They serve the purpose of not only finding a ready 
market for the produce but also ensuring a safe, constant and cheap 
supply to the consumers. The progress made by the milk societies is 
shown in the table below : — 



1924-25. 

1928-29. 

Number 
of socie- 
ties. 

Number 

of 

members. 

Working 

capital. 

Number 
of socie- 
ties. 

Number 

of 

members. 

Working 

capital. 




Bs. 



Rs. ■ 

24-Parganas 

68 

3,459 

42,034 

97 

5,497 

72,545; 

Dacca 

1 

12 

1,002 

32 

302 

20,986 

, . ■ ■ 

JTessore 

3 

168 

1,040 

2 

120 

■ 1,228 

Nadia 


: . . 


1 

,24 

142 

Hooghly . . ; 




5 

310 

5,721 

Darjeeling 


.. 


3 

87 : 

4,690 

najshahi 


.. 


18 

284 

6,626 

Dinajpur 



*• 

8 

87 

1,269 

Noakhali 




2 

21 

1,042 

Total 

72 

3,639 

44,076 

169 , 

: 1 

6,742 

1,14,478 


251. Agricultural associations. — There are 32 agricultural 
associations in the province organised for the purpose of supplying 
seeds, maiiures, implements and other requisites for the agriculturists. 
We examined the working of these associations in some places and 
found that owing to the apathy of the cultivators towards improved 
means and methods of agriculture they were not working successfully. 
We found one^ such association issuing cash loans. It is doubtful 
yrhether there is any necessity for forming these societies as separate 
institutions, as their duties could be performed quite as well and more 
economically by the credit societies themselves or by the sale and 
supply societies. 

252. ^ Nou-x^gricultural credit societies. — The credit societies among 
non-agriculturists are known as urban banks. They are of two classes, 
viz., societies composed of employees of a particular office, institution, 
or commercial concern, and town banks comprised of all classes of 
non-agricultural population residing in the urban areas. The progress 
made by these societies during the last five years is shown in the 
following table: — 
















4 , 40,645 6 , 13,339 , 6 , 90,611 6 , 81,561 
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It will be seen from the above table that out of a total working* capital 
of 225 lakhs^ 52 lakhs have been raised by share capital, 53 lakhs b 3 r 
deposits from members and 97 lakhs by deposits from non-members. 
The assistance of the Provincial Bank or the central banks is invoked, 
onh- in the earlier stage of their being. This show's that these societies^ 
have been able to gain the complete confidence of the public and to- 
attract sufficient local capital. These societies all appear to be run om 
sound business lines. Among the societies of this type the most 
important is the group of societies in Calcutta numbering 67 wuth. 
60,074 members and a working capital extending over 114 lakhs. 
Almost all Government offices ^s well as important private firms have- 
a credit society of the employees wmrking on their own share capital 
supplemented by deposits raised from members and non-members and 
the accumulation of their reserve and other funds. The Registrar 
rex^orts that some of these societies have been able to reduce their* 
lending rate to 6 per cent. Such urban societies are also to be found, 
ill many of the smaller towms in the mufassal. One class of such 
societies deserves special mention. They are the societies organised 
among the sweepers employed in the municipalities. The progress of 
these societies has been remarkable and in almost every case the 
members have been freed of the debts they owed to private money- 
lenders. Considerable economic improvement has been made by their 
joint efiorts and many of the societies now insist that the members 
should refrain from all intoxicating drugs and drinks and other 
extravagances. In several societies the standard of living has sensibly 
improved and education is imparted to the. members and their children 
in night schools. 

253. The town banks are composed of the residents of small towns* 
consisting of professional men, traders as well as other classes of 
urban people of limited means. They cater for the needs of the- 
middle-class people and are generally %vell managed and successful. 
Although some of the town banks finance the traders to a certain, 
extent there are no separate organisations for financing small . 
tradesmen wsuch as aratdars, shopkeepers, beparis, farias and pedlars. 
In villages they are isolated and their numbers are also few and it is- 
not easy to devise any organised bank for their benefit except the^ 
existing rural societies, but in towns wdiere their number is larger and 
w'here the^^ live in close contact wuth each other, credit facilities on 
co-operative lines should be adequately provided by the organisation 
of traders’ co-operative banks. 

254. ^ Mon-agricultural non-credit societies. — The progress made by 
non-credit societies among the non-agricultural population during tlior 
last four years is showm in the folio-wing table : — 
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255. Purchase anci sale societies.— ISTon-agTicultiiral purchase and 
sale societies or co-operative stores have not generally proved suecessfiiL 
Many of them are working at a loss ; the principal reason of this is 
said to he the disloyalty of the members who prefer to purchase on 
credit from a tradesjnan^s shop instead of paying cash in his store. 
The management in many cases is inefficient and sometimes perhaps 
not quite honest. The working of iiistitiitions like these ought to he 
in the hands of professional tradesmen and not amateurs. The 
following table shows the working of these organisations during the 
last five years: — 



Number 
of socie- 
ties. 

Number 

of 

members. 

i 

Working 

capital. 

Sale of 
goods to 
members. 

Cost of ; 
manage- 
ment. 

Profit 
or loss. 




Rs. 

Rs. 

Rs. 

Rs. 

1924-25 . . 1 

71 

9,959 

3,34.085 

4,73,537 

21,114 

-33,009 

1925-2,6 . . 1 

57 

9,073 

2,08,051 

3,76,999 

22,889 

-4,330 

1926-27 .. 

, 55 

9,496 

2,70,651 

5,31,235 

23,262 

4-5,341 

1927-28 

58 

9,869 

3,18,977 

4,68,093 

22,978 

4-6,629 

1928-29 

69 

i' j 

10,532 

3,64,536 

5,36,586 

26,188 

4-8,350 


256. Artisan societies.— These societies were originally meant to 
be working on an industrial basis, i.e., the societies should arrange to 
supply raw materials to the members and take over and dispose of the 
finished products, but the majority of these societies are now working 
on a credit basis and borrow money from their financing unions or from 
central banks and lend it in cash to the members. The most important 
group among these is that composed of the weavers’ societies Avhich 
number 292 with 5,156 members and a working capital of lakhs. 
Many of the weavers’ societies are still working on industrial basis. The 
artisans’ societies are not very successful as yet, the principal reason 
being the difficulty in marketing the produce. In Chittagong we 
found that weavers’ societies are finding it impossible to compete with 
imported goods. The progress made by these societies during the last 
four years is shown in the following table: — 



1925-26, 

1926-27. 

1927-28, 

1928-29. 

^ .2 

Si o ■ 

2 •£? ; 
o 

Ph 

® Xi 

'i s . 
s ® 

S Q 

Number of 
societies. 

Number of 
members. 

Number of 
societies. 

Number of 
members. 

Number of 
societies. 

Number of 
members. 

(1) Conch sliell makers 

10 

' 247 

10 

■252. 

10 

m 


246 

(2) Shoe makers 

8 

144 


: 171 

13 

ml 


■■■■■."■;I40"':" 

(3) Weavers 

233 

3,938 


4,394 

274 

4,844 

290 

■•:4,662"'^ 

(4) Cocoon reelers and rearers 

31 

529 

43 

882 

67 

1,005 

■■^■^■■r"a3/' 

:■' 1,347- ■, 

(5) Others 

40 

1,693 

45 

1,683 

50 

2,019 

'.■■v':. 57„, 

:2,:792: ;; 

Total 

322 

6,551 

368 

7,382 

414 

8,330 

■■V' 449;'.' 
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' .::.'2b7,: Finaiicitig institutions r Ceittral banks*— All primary vsocieties 
with the exception of some irrigation societies; industrial societies and 
producers’ so«n‘eties. are financed by federal organisations called 
central banks. An ideal central bank is of the pure type, composed 
of primary societies only but it was found difficult to organise such 
banks in the larger towns where a mixed type of banks were formed 
with preference shareholders who are individuals residing in the 
locality, besides the ordinary shareholders who are the primary societies 
that are financed. These individual shareholders were introduced in 
order to supply the requisite business capacity and to provide sufficient 
funds for the working of the federation. The ultimate aim should be 
to educate the representatives of the rural societies and 
to build up their oa-pital to such an extent as will make it possible to 
eliminate the individual shareholders. The table belovr shows the 
progress of the central hanks during the last five jmars: — ■ 
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258. It will be seen that this type of financing organisation lias 
secured the confidence of the public and raised deposits to the extent 
of over 226 lakhs out of the total wwking capital of 392 lakhs. 
Twenty-seven central banks have got cash credit accounts with the 
Provincial Bank and obtain any assistance that they may require by 
this means. Four of them have been given the benefit of cash credit 
accounts wdth the Imperial Bank also. In Bengal these banks are 
snpervising as well as financing bodies and practically the whole of 
the work of the organisation of the primary societies, fostering their 
growth and supervising their work is performed by them. We have 
examined the affairs of several of these important institutions and 
found them all wmrking on sound lines and in a perfectly business-like 
manner. We are of opinion that these central banks can be entrusted 
with other responsible work such as the management of land mortgage 
work as proposed in Chapter VI. 

259. Industrial unions. — The artisans’ societies are financed by 
industrial unions. The table below shows the working of the 8 
industrial unions in the province: — 


Name of society. 

Number of 
individual 
members. 

I 

Number of 
affiliated 
societies. 

Working 

capital. 

Profits. 

(1 ) Dacca Industrial Union . . 

60 

'.62' 

Rs. 

2,05,936 

BS. 

■v.:.7,250''r 

(2) Kadia Industrial Union . . 

69 

8' 

10,580 


(3) Bankura Indiistrial Union 

70 




(4) Chittagong Industrial 

Union . . . . 

24 

39 

l.,33,468'v'' 

62,061 

2,333 

(5) Raipura Industrial Union 

187 

24 

10,608 

(6) Chaumuhani Industrial 

Union 

158 

26 

45,927 


(7) jSTaogaon Industrial Union 

44 i 

38 

37,601 

170 

(8) Malda Silk Union 

12 j 

28^ 

86,923 

4,336 


260. Other hnancing unions. — There is also a milk union in 
Calcutta which finances all the primary milk societies in the neighbour- 
hood. Similar organisations of this type have recently been initiated 
in certain other centres in the province, e.g., Dacca, Darjeeling and 
Chittagong. There are financing unions of the same type for silk 
societies and irrigation societies. 

261. Provincial Bank. — The Provincial Bank is the apex bank of 
the co-operative organisation. It finances central banks and industrial, 
producers’ and other unions as well as a certain iinniber of primary 
societies snch as urban banks. We do not approve of the inclusion of 
primary societies as members of the Provincial Bank unless they have 
no local financing hank to which they can be conveniently affiliated. 
A primary society should never be affiliated to more than oiie 
financing institution and if already a member of a central bank, should 
not be admitted as a member of the Provincial Bank also. It has now a 
cash credit account with the Imperial Bank for Us. 30,50,700. The 
progress made by the Provincial Bank during the last five years is 
shown in the following statement: — 
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Existing diffieulties and defects and liow to remowe thema 

262. Oifficyltiess Want of education. — In course of our enquiry 
%ve were informed that this movement is beset with many difficulties 
which retard its progress. The co-operative societies deal mainly with 
the poorest class of people, the majority of whom are illiterate. The 
want of education is the principal reason why the progress not only 
of this movement hut of every attempt at village uplift must necessarily 
be slow. The people of our country are by nature conservative and 
view with suspicion every innovation even when it is to their benefit. 
Their poverty pressevS heavily on them and makes them apathetic 
towards every measure for the amelioration of their condition. It is 
difficult to lead them along new and untried lines of progress. 

263. Want of knowledge of co-operation. — Many of our witnesses 
have stated that the memhers of rural societies do not generally possess 
the necessary knowledge of the principles of co-operation. We are afraid 
that this complaint is not at all unfounded, hut want of education 
again is the principal obstacle in the way of inculcating these principles. 
Officers entrusted wdth this duty have found the villagers wmnting in 
the capacity to understand the genuine principles underlying this 
movement. Such teachings must necessarily require infinite patience 
and tact and the authorities who appoint inspectors and supervisors 
should select these officers with the greatest care and see that they 
possess these necessary qualities. 

264. Improvidence. — The agriculturists in Bengal are said to be 
improvident. In previous chapters we have discussed the average 
income and expenditure of an agriculturist and have shown wdiat 
little margin he has got for wasting, hut whatever may be true of 
the average villager there is no doubt that in every village there must 
be a few agriculturists who are thriftless, who borrow without any 
definite ideas of repayment and who spend recklessly on unproductive 
purposes. We are doubtful wliether the spread of education alone will 
improve this state of affairs, but we can only hope that wide extension 
of this movement will make the people understand the necessity of 
thrift and reduce their improvidence. 

265. Want of credit. — ^IJntil recently, the holding of an 
agriculturist was generally not saleable and his credit suffered in 
consequence. He had therefore to pay a higher rate of interest than 
people possessing other kinds of property of the same value. The law 
has now been altered, hut until it has worked for several years it 
cannot be said whether the change has been to the benefit of his credit 
or not. But the smallness and fragmentation of the holdings will 
always he in the way of his obtaining credit that the value of the 
property would otherwise entitle him to. This subject has been 
discussed in greater detail in Chapter VI. 

266. Competition with motiey-lenders.— Another great difficulty 
%?hich this movement lias to encounter is the attraction of the money- 
lenders. Credit obtained from this source is much more facile and can 
be readily obtained without much delay. The money-lender makes no 
vexatious enquiry into the purposes of the loan nor does he insist on 
punctual repayment of the principal. He is easdy accessible and any 
transaction made with him is ordinarily kept secret. For these reasons 
a great many people are lured to the money-lender although the rates 
of interest charged by him are much liigher than in co-operative 
societies. The spread of the co-operative inoveinent is, however, 
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gradually teaclimg the people .the benefits of co-operation, and; exposing 
the speciousiiess , of the money-lenders^" attraction, 

^ 267. ytllimiteci' liability.— It has- also been sometimes said that the 
Joint and unlimited liability of members of rural societies stands in the 
way of the extension of the movement. Joint and unlimited liability 
has been found from experience to be absolutely essential for 
agricultural credit and, as a matter of fact, instances in wliich one 
member has been made to pay more than bis own dues to the society 
are so very rare as to be utterly negligible. Outside credit can only 
be secured by co-operation on joint and unlimited liability. Spread of 
education and teaching of the genuine principles of co-operation can 
alone dispel this misapprehension. 

268. Heterogeneoiis membership. — Much difficulty has' been found 
in working rural societies of wliich the members come from different 
classes of society. A member of superior social and economic status 
is in a position to dominate the will of members who are his inferiors 
and it often haiipens that he gathers all the power in his hands. The 
society in these circumstances loses its co-operative character and 
speadily deteriorates. We think that care should be taken to form 
societies composed of members of the same status and possessing 
common interests. 

269, Defects s Paucity of Covernment staff. — Many defects have 

been brought to our notice but, for the greatest among these, namely, 
the paucity of inspecting and auditing officers, the Government of 
Bengal is, in our opinion, responsible. The movement has not received 
the same amount of assistance from this Government as from many 
other Governments in India. For the conduct of the audit of 
co-operative societies, a duty enjoined on the State by the Legislature, 
a pro rata fee is levied from the societies although in Madras and 
some other provinces such audit is generally free. The Government of 
Bengal is expected to spend at least the revenue derived from these 
fees on the entertainment of a sufficient staff of auditors. The following 
figures show the recoveries on account of audit fees and the expenditure 
incurred on account of the audit staff during the years 1926-27, 1927-28 
and 1928-29 , 




1926-27. 

1927 28. 

1928-29. 



Ks. 

Ks. 

Rs. 

Becoveries 

.. . . 

1,83,803 

/2, 21, 542' ^ 

2,43 697 

Expenditure 

.. 

1,25,612 

1,25,293 

1,43,169 


Surplus 

58,19;l 

96,249 


It appears 

from tlie last 

report on the working of 

the CO- 


operative societies in Bengal that in vSpite of the administrative 
approval of Government to the appointment of 60 additional auditors, 
funds were actually allotted during the last year for the appointment 
of 14 auditors only althougli there has been a continually growing 
surplus from the audit fees recovered to the credit of Government. Every 
one oiit of the 70 inspectors sanctioned is expected to inspect and 
supervise 280 primary vsocieties and at least one central bank. It, is 
thus not possible for him to visit a primary society oftener than once in 
two years. There were only 124 auditors on the 30th June last and 
each was expected to audit the accounts of 160 primary societies. As 
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it was physically impossible for him to do so, many societies were 
audited by the supervisor staff of the central banks. The nature of 
inspection and audit that was conducted must therefore be extremely 
perfunctory and we do not wonder that there are so many defects in 
the working of the societies. The progress already made and the 
present prosperous condition of co-operative institutioms must be 
attributed solely to the devoted care and labour of the non-official 
workers and the central banks. We very strongly recommend that the 
Bengal G-overnment should strengthen the inspecting and auditing staff 
adequately without any further delay, 

270. Training of officers. — We have pointed out before that it is 
essential for the sound development of the movement that the officers 
of the department should he carefully selected. It is equally imperative 
that when once selected they should he as carefully trained in their 
duties. vSome attempt appears to have been made recently to train the 
auditors and the supervisors employed under the central hanks hut it 
seems that the time has come Avhen a comprehensive scheme for the 
thorough training of all inspectors, auditors and supervisors as well as 
non-official workers, in every hranch of their duties, should be prepared 
and carried out. The audit has not been very satisfactory in the past 
few years, not only because the auditors were pressed for time, hut, we 
are told, also because some of them were indifferently trained. 

271. Maintenance of property and debt statement. — We found that 
the preparation and maintenance of the stateinentvS of properties and debts 

^ of members of the societies with unlimited liability is sadly neglected 
in many places. The importance of this work cannot be overestimated 
and it should he impressed on the panchayet of every society by the 
central banks and the inspectors, auditors and supervisors. They 
should examine and test these statements every time they visit the 
society and make the necessary corrections. 

272. Overdues. — Considerable anxiety is felt on account of the 
annually increasing overdues. The percentage of oA’erdues in 
agricultural credit societies during tlie last four years is as follows: — 

Percent, Percent. 

J 025-26 .. 24*1 I 1927-28 .. 29-4 

1926-27 ,. 25-1 1 1928-29 .. 34*4 

The principal cause of the overdue loans is failure of crops and the only 
remedy in such cases is to give more loans to defaulters so that he can 
continue the work of eiiltiA’ation and repay after the next harvest. In 
many cases big loans are taken for redemption of old debts, acquirings 
lands or making improvements. Thovse loans should be given for long' 
terms because tliey cannot possibly be repaid Avitliin '4 or 4 years for 
whi{‘h the rural society ordinarily grants loans. In siicli cases, howeveiq 
the loans are perfectly vsafe and the overdues should cause no concern. 
Some overdues are undoubtedly due to under-financing ; for, when an 
agriculturist cannot get the whole of his requirement from his society^ 
he has to^ take recourse to the private mahajan and the pressure of the 
latter being mucli greater, the societies’ loan remains unpaid. We 
strongly disapprove of under-financing for this reason. But the 
opposite danger, viz., over-financing, should also be guarded against. 

273. Defaults of members of the panchayet.— One reason of the 
overdues of rural societies is that when the members of the managing 
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coBiBiittees default, ii one biit they tlieinselves have any legal power to 
initiate coereive nieasxires for recovery. Only the paneliayet can 
institute a '‘dispute” case for the collection of overdiies. If they 
theinselvevS are in arrears, it is not likely that they would start proceedings 
against themselves. Their omission to do so is undoubtedly a 
dereliction of duty, but no penalty is attached to it. We recommend 
that when the central bank is satisfied that a member of the panchayet 
has defaulted and the panchayet refused, when called upon, to initiate 
a dispute case against him, the bank should be empowered to do so on 
behalf of the society. I^o change of law is required, if the central 
bank is allowed to take a power of attorney from the society at the 
time of affiliation and, in case of affiliated societies before a new loan 
is gTaiited, empowering it to institute and conduct dispute cases against 
defaulting members of the society on its behalf. This can also be done 
by the society itself by making the necessary provisions in its bj^e-laws, 

274. Loans to panchayet. — It has been an almost universal 
complaint that the bulk of the resources of a rural society is 
appropriated in loans by the members of the panchayet, while the 
remaining members of the society have to be content with whatever is 
left by the panchayet. Under the coiistitiition of such societies the 
panchayet has unfettered discretion in the grant of loans. It is, no 
doubt, a fact that the panchayet consists of the most substantial 
members of the society and their requirements are greater than those 
of the poorer members. In Bakarganj, loans are granted to the 
panchayet only at general meetings of all the members. This is a 
very salutary measure and may be adopted in all societies. vSupervisors 
should note at inspections whether the panchayets have taken 
disproportionately large loans and, if so, the central banks should 
take this matter into consideration at the time of granting new loans. 

275. Delay in getting loans in primary societies. — Complaints have 
been made to us that thei'e is considerable delay in getting a loan from 
a primary society. This is clue to its not keeping any ready cash, from 
which to meet emergent demands for loans. It has to apply for 
accommodation from the central bank and this is not sanctioned until 
after an enquiry by the supervisor. It is not possible to supply every 
rural society with funds, which may or may not be required, nor is it 
possible to dispense with the enquiry by the supervisor. The only 
remedy is to allow the society a cash credit in the central bank against 
which it can draw at will, whenever there is an emei'gency. The 
Registrar has advised the grant of such cash credits in case of A or B 
class societies only. We recommend that the central banks should 
grant cash credits much more freely to every society that they consider 
to be deserving of the privilege. 

276. Splitting tip of central banks. — The older and more prosperous 
central banks are complaining of the action of the department in 
reducing their jurisdiction by the formation of new central banks in 
it. These new central banks are generally of the pure type and being 
unable to raise sufficient local deposits, are compelled to borrow from 
the Provincial Bank. The Maclagan Committee laid down that A 
central bank sliould cover as large an area as is compatible with 
convenience and efficiency. ... . . A central bank should ordinarily 
expect to deal at once or within a reasonable time with at least 200 or 
250 societies, ” We agree with this view, and unless the area of its 
operation is too large or the means of communication exceptionally 
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hm\, no central bank should be split up before the number of aifiliated 
societies reaches 300 j and even then ixo new central bank should be 
formed until a sufficient number of men of intelligence, influence and 
knowledge of co-operation can be found in the locality to form its 
directorate. 

277 : State aid to industrial societies. — The assistance given by the 
department to industrial societies, we find to be inadequate. In 1905, 
Mr, Grourlay, the first Registrar of Co-operative (Societies in Bengal, 
kmd : “By the end of twenty years I believe we shall see the piiiiciple 
of co-operative credit thoroughly established and understood, and when 
that time comes, there will be no necessity for Government to nurse the 
movement.’^ The prediction w’as fulfilled in this province long before 
the twenty years. State aid is not necessary in the present stage of 
development of. the agricultural or urban credit societies. But we 
consider it essential in the case of all new forms of co-operation 
provided that they caiiuot develop without vSuch State aid and that the 
aid is withdrawn as soon as they can stand on their own legs* In the 
case of artisans’ societies the inspectorate siionld be considerably 
strengthened and selection should be made from men trained in the 
Department of Indxis tries. They should be in touch with the market, 
both to buy the raw materials and to sell the finished products. 
Financial aid is also necessary in providing the facilities for both 
purchase and sale. 

278. State aid to purchase and sale societies. — The purchase and 
sale societies also require considerable amount of State aid in the 
experimental stage of their development. They are bound to sufter 
losses in the first years, if tliey have to pay the rate of interest that the 
Provincial Bank charges. They cannot wait for prices to rise, and if 
they do, the increase in the pzdce is eaten up by the interest that 
accrues on the loans as has happened in the past few years. For such 
societies, specially tlie jute sale societies, we recoixiinend liberal State 
loans, at the lowest possible rate of interest until they can accumulate 
sufficient reserves. For their block expenses on land, buildings and 
plant, we recommend equally liberal State gi^ants, or at least State loans 
without interest. For the whole of British India tJxe amount of State 
aid in 1927-28 was Es. 94,64,000, and of this, Bengal’s share was only 
Rs. 60,000. In the Punjab we are informed, the purchase and sale 
societies were very liberally assisted by State grants, and it will be no 
innovation to act on this recommendation of ours. The paddy sale 
societies also require State aid though not to the same extent. In fact, 
all new and experimental departures in the field of co-operation will be 
dependent for their success, in the first instance, on State aid, as was 
freely granted to the credit societies in the years from 1904 to 1912. 
The initial expenses incurred by these societies should be paid off and 
the Registrar’s Development Fund strengthened to such an extent that 
these experiments may be continued on a steadily increasing scale for 
a sufficient number of years. But State aid should not be granted unless 
after careful examination of methods pursued or proposed to be pursued 
by these experimental societies. In the case of jute sale societies we 
have already recommended the examination by a committee of experts, 
and State aid to these .societies should not be issued unless on the 
recomxnendatioxi of this committee. 

279. Co*operative stores.— The co-operative stores in urban areas 
are almost all unsuccessful. We would recommend that they should be 



155: 

liquidated and no new stores should be formed either in urban or rural 
areas, unless there, is clear eridence of loyalty and co-operative ; spirit 
among the members as we found in the rural stores in Gosaba, 
Khepupara and to a smaller degree in Naogaon. Instead of these 
organisations, we recommend that all agricultural as well as non - 
agiicultiiral primary societies should be encouraged, either individually 
or tlirough their fiiiancing institutions to make co-operative indents for 
the requirements of their members and supply them on cash or credit 
according to the circumstances of the members. 

280. Loans against deposits in central banks.— Many depositors in 
central banks complain that they are not allowed to take any loan 
from tlie bank on the security of their deposits even in case of grave 
emergency. The central banks are precluded by the existing law from 
giving loans to any but their constituent primary societies. A loan to 
a depositor means, in practice, a premature repayment of his deposit 
and if the central bank gives out loans to societies for periods similar 
to the periods for which the deposits are fixed, premature repayments 
will he impossible. We cannot recommend loans to depositors or 
premature withdrawals as a matter of right in the case of institutions 
%vhich finance primary societies. 

Adequacy of co-operative movement as a banking agency and 
lines of development. 

281. Restrictions of the Act. — The Co-operative Societies Act does 
not impose any restriction on the co-operative banks against taking up 
general banking work except in so far as it relates to prohibition 
against granting loan to a non-member. If a co-operative bank, like 
a joint stock bank, advances loans to a person who is not a member, it 
loses its co-operative character. Within the limitations thus imposed 
there is no legal bar to any general banking business being taken up 
by the co-operative banks. In considering how far these co-operative 
institutions are proper agency for the transaction of general banking 
business, we may leave out of account the rural societies, which, by 
their situation, composition and the standard of efficiency, are quite 
unfit at present for such work. But the Provincial Bank and the central 
and urban banks are institutions which can reasonably claim to do 
banking business. 

282. Demand made by central banks to take up general banking.— 

Repeated demands have been made in co-operative conferences and 
elsewhere by progressive co-operatorvS that the centxal banks should be 
-permitted to undertake general banking business at their discretion, in 
order to place banking facilities at the disposal of the people of 
limited means of the locality in which they exist. The demand is no 
doubt indicative of the progress attained by these banks. The central 
banks and some town banks with a good record of service to their 
credit and with an established reputation of soundness of their position 
and of efficient management, have inspired sxich confidence in public 
mind that their suitability as a general banking organisation cannot 
be seriously questioned. 

283. Nature of banking business undertaken at present. — They have 
succeeded in attracting a large volume of deposit and some of them 
have opened current accounts and introduced the system of payment by 
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cheques. This has, no doubt, given an impetus to the growth of 
banking habit. A beginning has already been rnade by some of these 
banks to provide facilities for remittance of money from one place to 
another and this has been very highly appreciated 63?' the public. The 
present arrangement under which the central banks keep some portion 
of their surpluses in deposit with the apex organisation, i.e., the 
Provincial Bank, ahords a suitable machinery for the remittance of 
funds hy issue of demand bills or drafts. Movement of mone3" is one 
of the important functions of a bank and it should be facilitated in all 
possible ways. Discounting of bills of persons other than inemhers is 
not permitted by the law hut bills are accepted without any prejudice 
for purposevS of collection of money due as this method only^ helps in 
remittances of funds. 

2(S4. The main ground on which they base their claims. — The 
central banks have usually large amounts of surplus during the slack 
months from August to February. It is at this time of the 3’-ear that 
the village societies generally repay their dues. Some part of this 
cash balance is deposited eitlier in the Imperial Bank or in a joint 
stock bank, who, in tlieir turn, make good profit by using it in financing 
the jute trade while the central banks with their hands tied by 
law cannot employ these resources profitably. The directors of the 
central banks base their claims to undertake commercial banking on this 
ground. 

285 . Recommendation, — The claim appears to be well founded, but 
we have to remember that the central banks are finaneng bodies created 
with a view to provide adequate financial facilities to the primary 
societies. The movement has as yet succeeded in extending its benefits 
ohty to a small portion of the agricultural population of the province 
and if at the present stage of the movement, any attempt is made by 
the central banks to divert their attention or an}" portion of their 
resources from the rural societies to otlier activities for the sake of 
increasing tlieir profits, much of the valuable work undertaken for the 
uplift of the condition of the masses through tlie spread of the 
movement is likel,y to he neglected and the problem of rural finance 
will sufier a set-back. There cannot be any question that the central 
banks should devote tlieir whole energ,v and resources to meeting the 
needs of the primary societies and the bulk of their surplus funds 
should 1)6 devoied to strengthening the existing societies and in forming 
new ones. Again, co-operative banking is not subject to the same 
rules of finance as commex’cial banking. The recognised principles of 
commercial banking all over the world require that a substantial part 
of the funds of a hank should be invested in loans against bills, 
promissor,v notes or other negotiable instruments or against marketable 
securities which can be easily converted into money. Devoid of this 
characteristic, the fluidity of funds, a commercial bank will lose its 
elasticit}^ without which it cannot do business. Viewed from this 
stand-point, the central bank is not a suitable institution for carrying 
on commercial banking on a large scale as the bulk of its investments 
are made in loans secured by the pro-notes executed by the constituent 
societies wdiieh have no marketable value and cannot be readily 
converted into cash. It is true that selected central banks are receiving 
cash credits from the Imperial Bank. But the Imperial Bank is not 
granting cash credit on the security of these pro-notes, but on the 
guarantee furnished b}" the Provincial Bank. After a careful 



consideration of tlie different aspects of tlie question, we are of opinion 
that the main fimction of a central bank is the financing of the 
primary societies, wliieli should not be allowed to he hampered in any 

way..' ■ 

2(S(). Position of tlie yrban banks-— Many of the o])jeetio.n urged 
above in case of central hanks are inapplicable to the case of the town 
banks. These hanks generally cater for the needs of the middle-class 
people and in tliis class are included the traders and industrialists of 
the province. At present the working of the town banks has been 
confined to raising funds by accepting deposits and advancing loans to 
members. When such a bank has surplus funds, we cannot see any 
ohjectioti to its employing such siirplus in cominercial banking for the 
benefit of. its members. 

287. 1 ndlistrial ' and trade banks- — There is at present no organised 
banking system for financing* the small traders and industrialists who 
rely mainly on the money-lenders for their financial accommodation. 
%vhich they can secure only at high rates of interest which reduce their 
net earnings to a considerable extent. For their benefit we recommend 
that a net work of co-operative banks of the urban type should be 
organised in all bazars, bandars, inarte and all other important centres 
of trade. These banks will finance not only the cottage industries and 
the small tradesmen hut also undertake cominercial hanking for their 
benefit by providing facilities for the remittances and collection of bills 
by credit instruments such as huiidis and bills of exchange. 

288. Cravtt of cash credit- — Cash credit is the most convenient 
form in wdiich financial accommodation may he granted to the 
tradesmen and industrialists. This system of financial facility has not 
been used in primary co-operative societies, but in case of the banks 
we have proposed in the preceding paragraph, it should be extensively 
employed. Cash credit is advantageous to the clients of the hank as 
interest is charged only on the debit balances. The system of kata- 
miti, at present used by some indigenous bankers and money-lenders, 
closely approximates cash credit. 

289. OisGounting of bills- — Discounting of Imndis, promissory 
notes or other negotiable instruments and commercial bills is another 
way in which urban banks can provide banking facilities to their 
members. Goods of Indian manufacturers are usually sold on three 
months’ credit. The want of funds during this interval, seriously 
hampers their business and when needs are pressing they are compelled 
to sell at a loss to meet them. In this matter town hanks can, if they 
undertake commercial hanking, help their members to ^ very great 
extent, 

290. Advancing loans against goods- — But advancing loans against 
goods in stock will be confronted with some practical difficulties. It 
will involve large expenditure in the construction of warehouses by 
the banks where the traders can deposit their stock of merchandise, 
finished goods or raw materials against which a loan is to be advanced 
and the employment of a sufficient staff of skilled and reliable assessors 
to measure, grade and value the goods. This will not be within the 
resources of the co-operative banks which we have recommended. The 
problem can, however, be solved by the organisation of licensed 
warehouses- 
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291. Finaming by the Provincial ' aiid J imperial ' Banks*— W 

of opinion that tlie town banks shonld be miicli more freely assisted 
by the Proyiiicial Bank than they are at present. The Imperial Bank 
should also be prepared to grant concessions by way of cash credit 
much more freely than at present and to rediscount their bills. We do 
not think that the Imperial Bank need be afraid of competition from 
tlie town banks. They will finance small people only wdio at present 
have recourse to money-lenders and are strangers to commercial 
banking. Moreover, the stimulus which they are likely to give not 
only to the development of trade and industry but to the banking habit 
of the people, will increase business in every sphere and all banking 
organisations will participate in it. 

Borrowing and lending on a Provincial scale. 

292. Borrowing. — The primary societies obtain deposits from the 
villages, the central banks from the mufassal towns and the Provincial 
Bank from the metropolis. This is the general rule though there are 
many exceptions. If, as has been suggested, all deposits be taken 
only by the apex bank, there is likely to be a falling off of the deposits, 
for the Provincial Bank will not be able to gain the same amount of 
the confidence of the people of the mufassal towns and villages, nor 
will it be easily accessible to them. 

293. Lending. — The Provincial Bank lends money to the central 
banks who in their tnrn finance the primary societies. This is the best 
possible arrangement, for the Provincial Bank is not in a position to 
have an intimate knowledge of the working of any primary society. 

294. It may be, however, suggested that the central banks and 
financing unions might all be only branches of the Provincial Bank. 
This centralisation of funds will, no doubt, facilitate the balancing of 
the surpluses or deficits of the intermediate financing bodies. We are 
afraid, how’-ever, that this measure will tend to the deterioration of 
those bodies, specially the central banks, avS they would lose the services 
of the jealous and experienced non-official workers who have built up 
these institutions. The deposits will also fall off* as they depend to a 
very large degree on the personality of the directorate, specially the 
chairman and the secretary. We are not prepared at the present stage 
of the development of these banks to recommend this measure. 

295. interlending between central banks.—Interlending between 
different central banks is not allowed by the constitution of such banks, 
but one central bank can make a dejiosit in another with the sanction 
of the Eegistrar. All central banks are encouraged to deposit their 
surpluses in the Provincial Bank, and to borrow from it whenever they 
recpxire financing*. But some central banks complain that by this they 
are deprived of the margin between the interest which the Provincial 
Bank levies from the borrowing banks, and that which it pays to the 
depositors, and in consequence they do not place all their surplus with 
the Provincial Bank. Hence the Provincial Bank sometimes has not 
enough money to finance a deserving central bank, while another central 
bank may be in possession of much surplus which it cannot usefully 
employ. In such cases only the Registrar sanctions interlending 
between the central banks in the form of deposit. We do not think that 
interlending between central banks should be encouraged. 



Concessions. 

290. Recoftiineiicfatiotis of the Royal CorniifiissEofi on Agrioyjtiim^^^ 
GoveriiDieiit have already gTaiited raluable concessions to tlie inoYeinent 
wliich are too well known to be repeated here. This is not a measure 
peculiar to this country alone ; for. Governments of all countries have 
gTanted substantial privileges to the co-operative movement with a 
view to stimulate its growth for the benefit of people of limited means. 
Results so far obtained have amply justified the action of the 
Government in making tliese concessions. We have not heard of any 
instances in which these privileges have been in any .way misused.. 
Tlie question was considered by the Royal Commission on Agricnlture 
and some further privileges were recommended in paragraph 379 of the 
Report in the shape of (1) reduction of money order commission by 
tliree-fourths when postal agency is employed for remittance of money 
from one society to another; (2) greater facilities for transference of 
funds of co-operative societies through treasuries and sub-treasuries 
l>y means of the remittance transfer receipts, and (3) by making the 
claims of a society a first charge instead of giving it priorRy as at 
present by a.mending section 19 of the Co-operative Societies Act. The 
arguments which were put forward in support of their recommendations 
do not lose their weight or strength in their application to the condition* 
of this province and we recommend them. 

297. Exemption from income-tax.— Under a notification of the- 
Government profits of co-operative societies are exempt from income- 
tax and super-tax. But the term profits ’’ has been interpreted as 
gains from business only thus excluding interest on Government 
securities and interest on deposits with banks other than co-operative 
banks in the province. The income from these two sources are not now 
exempt from the operation of the Income-tax Act. The Commissioner 
of Income-tax has reported that in Bengal no tax has been levied on 
income from the latter source, that is to say, deposits with other banks. 
He explains that the co-operative societies have a very small income 
from interest on deposits but after allowing for the expenses incurred there 
was no income left under the head for assessment. A distinction has 
been made between profits earned within and those earned outside the 
movement. The former are fictitious, for such profits may be wiped out 
by the simple expedient of remunerating members through a lower rate 
of interest charged on loans in place of payment of dividends. This 
argument applies with equal force to the reserve fund, which is simply 
accumulated profits or suspended dividends. We, therefore, recommend 
that no income-tax should be levied on the interest derived from the 
securities held as an investment of the reserve fund. The income 
derived from all investments yvithin the movement should not be 
included in the total income for deterniining the appropriate assessable 
rate for income tax or super tax for all this income is not really profit. 
We are unable to recommend that the Government securities held for 
other reasons, e.g., for temporary employment of funds during the slack 
season should be exempted from income tax. The same remark applies 
to other forms of investments such as deposits made outside the movement. 

298. • Execution of awards by the^ Certificate Department.— When a 
dispute is filed by a co-operative society against any of its defaulting 
members the procedure is to refer tlie matter to arbitration. The 
arbitrator, after due enquiry gives an award which under the Act has 
the force of a decree and can be executed through a civil court in the 
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s;ame manner as ii it were a decree of that court. The execution 
proceedings in the civil court often involve xiiinecessary delay in the 
realisation of the dues. The defaulters who are generally the 
undesirable members often take advantage of this delay and attempt 
to defraud the creditor society. To avoid this state of things the 
prompter measure of realisation by the Arrear Collection Department 
of the Collector has been asked for. We think that this may be 
permitted, in such cases where the society prefers it. 

299. Deposit of surplus funds of Court of Wards, District and Local 
Boards, Municipalities, etc., in co-operative banks. — To improve 
the financial resources of co-operative banks it is desirable tliat every 
kind of financial facility should be placed at their disposal and all 
possible soxirces should be tapped for this purpose. The Court of 
Wards and such local bodies as Municipalities, District and Local 
Boards are required to keep their funds in {government treasuries and 
the schools and collegOvS in the Post Office Savings Bank. It has been 
suggested to us that these bodies should he permitted to open banking 
accounts with co-operative hanks or at least to deposit their surpluses 
with such hanks. The Provincial Bank and many of the central banks 
and some of the town banks have established a good record of work by 
sound and efficient management and have been able to inspire public 
confidence. Still it is difficult to say that as a general rule , all co- 
operative banks can be trusted with the management of these funds, but 
we think it desirable that experiments may he made in cases of selected 
banks, 

SOO. Entrusting co-operative banks with Government treasury 
work* — Several witnesses have suggested that Government should 
entrust the co-operative hanks with the work of the Government 
treasuries and sub-treasuries. We do not think that no co-operative 
hank possesses the necessary capacity for doing this work, but we are 
unable to recommend it at this stage, for the currency, exchange and 
monetary matters generally should be managed by the central hanking 
institution for India when it comes into being. If treasury work is to 
he undertaken by co-operative central banks that must be done by them 
as agents of the central banking institution according to terms and 
conditions imposed ])y it and should not he determined heforeband by 
Government. It is an accepted principle of Indian currency and finance 
that centralisation is necessary to cure many of the present defects, 
e.g., seasonal siinngency. To allow co-operative central hanks to do 
treasury work will i)e to set up something' like the independent treasury 
system which has been abandoned in view of past experience. 


Beiatlou with Imperial Bank and other joint stock banks. 

301. Relation with^ Joint stock banks.— At present there is 
practically no co-ordination between the various hanking organisations 
of the province. Co-operative and joint stock hanks work in their 
respective spheres of activity and there does not appear to exist any 
competition among them with regard to the respective businesses. The 
activities of the joint stock banks are mainly concerned with the 
commercial people of the presidency town or important mufasvsal towns 
whereas the co-operative hanks cater principally for the needs of the 
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agrieiiltiirisis or people of limited means in urban areas. Again, the 
deposits of the co-operative banks ai'e chiefly derived from salary earners, 
professional men and other middle-class people while the joint stock 
banks mainly derive their deposits from the commercial classes as well as 
the landed gentry and the members of the aristocracy. Their respective 
spheres of activity being so widely apart, there does not exist at present 
any scope for a closer relation between them. 

302. Ralatioii witii loan offices.— The loan ofiices very" often offer 
higher rates of interest to attract deposits in competition with the 
co-operative hanks ; but this lias not much affected the latter as people 
are attracted hy the undoubtedly greater security they offer. The 
question of interlending between the co-operative banks on the one 
hand and joint stock banks including loan offices on the other, has 
been a subject of much discussion for some time past. There are 
advocates of free interlending among all the diff'erent banking 
organisations of province while there , are people who object to this 
proposal. We do not think that iiiterlending between these two 
different types of banks should be allowed in the present state of their 
finances. They should all look for any additional resource that may 
be required to the apex hank, namely, a Reserve Bank of India. It 
cannot be said that at present the co-opei'ative banks have any surplus 
left for iiiterlending after meeting their own requirements nor can they 
afford to borrow from loan offices at the rates of interest usually 
charged. We are therefore unable to recommend any interlending 
between these two classes of banks. 

303. Relation with the imperial Bank. — Until recent years the 
attitude of the Imperial Bank towards the co-operative banks was one 
of indifference and apathy. But a closer and more cordial relation has 
now been established through the efforts of the Provincial Bank. It 
allows the advantage of cash, credit to the Provincial Bank and in 
recent years the same facility has been extended to some of the central 
and urban banks named below on the guarantee of the Provincial 
Bant:—-, ■ 


, ■ Hame. V 

The Bengal Provincial Co-operative Bank, Ltd. 
The Chittagong Central Co-operative Bank, Ltd. 
The Kishoreganj Central Co-operative Bank, Ltd. 
The Jamalpore Central Co-operative Bank, Ltd. 
The Narayanganj Central Co-operative Bank, Ltd. 
The Chittagong Urban Co-operating Bank, Ltd. 
The Chaumuhani Urban Co-operative Bank, Ltd. 


Amount of 
cash credit on 
the 30th Jime 
1929. 

Es. 

30,60, T02 
60,000 

25.000 

72.000 

75.000 
1,50,000 

20.000 

■ , : ; II : 
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The Provincial Bank and some central and urban banks invest a 
portion of their funds in GoTernment paper and deposit them with the 
Imperial Bank and are allowed to borrow on the security of these 
whenever there is an emergent demand for money. The facilities thus 
granted hy the Imperial Bank have been of material assistance to the 
co-operative hanks which has been highly appreciated. These facilities 
should he more freely extended. It has been suggested that the 
Imperial Bank should make advances to central banks on the security 
of tlie pro-notes of the rural societies, without the guarantee of the 
Ih'ovincial Bank. The matter, we are informed^ is under eoiisideration. 
We can only vsay that these pro-notes can form valuable collateral 
•security..'"''' 
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Part IV. 


Legislation and Legal Procedure. 

CHAPTER Xli. ^ 

Acts for the Protection of Agricuityrists* 

304. Restrictions on the transfer . of agricyityral holciitigs-— In 

Bengal tliere was no law for the protection of\ agTiciiltairal tenants from 
sale of their holdings in execution of money decrees, hut a few years ago 
certain provisions were enacted by Bengal Act II of 1918. A new 
chapter (Chapter VII A) was added to the Bengal Tenancy Act 
restricting the voluntary transfer of any tenure or holding^by a 
Saiithal and forbidding the sale of any such tenure or holding in 
execution of any decree except a rent decree or for the collection^ of 
dues "which are recoverable as Public Demands. These provisions 
could he extended by a notification of the Local Grovernment to certain 
other aboriginal castes and tribes, and by an amendment made by Bengal 
Act VI of 1928, to faiyats in the colonisation areas of the Government 
estates in the Sundarbans, 

305. Transferability of holdings*— A permanent tenure is freely 
transferable and can he sold in execution of any decree. The transfer 
of any other kind of tenure, including a service tenure, is governed by 
the terms of the lease. They are usually not saleaWe without the 
consent of the landlord. A holding at fixed rent or rate of rent, was, like 
a permanent tenure, freely transferable. An occupancy holding was 
also freely transferable wherever there was such a custom, hut elsewhere 
it was transferable only with the consent of the landlord. A portion of 
Slid* a holding was always freely transferable without such consent 
though the landlord was not bound to recognise such a transfer. But, 
by Bengal Act II of 1928, all such .holdings and portions thereof have 
been made freely transferable. At first sight this change in the law 
may appear to have been for the benefit of the tenants credit. But 
there are tw^o provisions enacted by the same law which have severely 
fettered this right of free transfer. The purchaser has now to pay a 
premium {salami) of 20 per cent, of the sale price to the landlord at 
the time of registration of the deed of sale and the landlord on the 
other hand has been given the pre-emptive right to purchase the holding 
within two months of the sale at ten per cent, over the sale price. 
These provisions haye^ made intending pur<?hasers of such holdings very 
cautious. The conditions now are practically the same as before, as nc^ 
piiiyhaser can he secure of his purchase without the landlord’s consent 
while he suffers under the imposition of having to pay 20 per cent, in 
addition to the sale price, promptly and. in . full, before the deed is 
registered. Since the enactment of this law, the number of such sales 
has fallen off greatly. Whether there has been any reduction of the 
credit of the owner of an occupancy holding, it is not possible to say 
until these provisions have been in force for some years. 

306. Ho necessity for protection*— We are of opinion that in this 
province there is no necessity at present for any legislation on the lines 
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of the Deoan AgTiciiltiirists’ Relief Act, the Punjab Land Alienation Act, 
and Chapter VII A of the Bengal Tenancy Act. On the other hand, 
we consider that restrictions on the free transfer ^ of land by an 
agricniltural tenant, where they exist, as in certain Governnieiit estates 
in the Western Diiars, Darjeeling and the Chittagong Hill Tracts, 
should be removed. In the absence of sufficient movable property, land 
is the only security which any agricultural tenant can olfer for his 
credit. If the free transferahility of his rights to the land he holds 
is curtailed, he sufiers much in cx^edit. 

Usurious Loans Aoti 

^i07. Regulation of usury. — ^By the Regulation Act of 1774 (13 Geo. 
3, Ch. 63) the maximum rate of interovst as applicable to European British 
subjects in India was fixed at 12 per cent, per animin. Later on b^ 
a Bengal Regulation this was declared to be legal maximum rate 
of iixterest applicable to all classes of subjects in India. This 
enactment was in force till 1855 when by section 2 of the Usury Laws 
Repeal Act it was promulgated that *^in any suit in wdiich interest is 
recoverable the amount shall be adjudged or decreed ^ by the court at 
the rate, (if any) agreed upon by the parties,’^ and in the absence of 
any such agreement “at such rate as the court shall deem reasonable. 
The effect of this legislation was that the rate of interest on loans 
became competitive and every lender exacted the highest rate that the 
borrower could be made to agree to. In suits the courts were given 
no discretion but vrere bound by law to decree the stipulated rate 
of interest however exorbitant it may be. The debtor could get no 
relief till 1899 when the present Sections .16, 19A and 74 of the Indian 
Contract Act were enacted. By these amendments the courts were 
empowered to give relief to the debtors in cases of unconscionable 
bargains, on proof of undue influence or where the bargain contained 
any stipulation by way of penalty. This however did not touch even 
a fringe of the problem. In a country where tlie money-lenders are 
mostly men of education and intelligence, and where the majority of 
borrowers aie generally ignorant and illiterate it is extremely difficult 
to prove undue influence. It is equally difficult to prove that the 
bargain is unconscionable, when the simple agriculturivst or artisan is 
so severely pressed for accommodation that he has no free will at all, 
and ignorant that the rate of interest could be lower than the prevailing- 
usurious rate, cheerfully agrees to the exorbitant terms offered. The 
consequence was, however ex(‘essive the rate of intei^est might be, there 
was no relief to be had in the courts even when the security was good 
and amx>le. It is a significant fact that under the wave of Benthamite 
doctrine of freedom of contract England repealed her usury laws at 
almost the same time as India and the same consequences ensued, 
though on account of the general high standard of education the evil 
was not so widespread nor were the rates so unconscionable as the 
country was covered by a net work of banks. 

308. The Usurious Loans Act of 1918.— In 1900, England passed 
the first Money-lenders’ Act (63 and 64 Vic. Ch. 51) by which the courts 
were empowered, in cases where the interest is excessive and the terms 
harsh and unconscionable, to reopen the transaction, to take an account 
and to relieve the debtor by reducing the interest to what they 
considered reasonable. But India had to remain content with the 
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inefficient provisions of the nmended. Contract, Act iilL 1918, .when, 
ITsnrkms Loans Act (X of 1918). was passed, closely following tM 
provisions (d' Section 1 of the English Act of 1900. Where the rate 
of interest is excessive and the transaction is substantially unfair, the 
court was empowered to reopen the transaction as between the parties 
in a suit brought by a creditor for the enforcement of his claim, and 
relieve the debtor in respect of any excessive interest, having regard to 
the risk, the existence and nature of security, his financial condition,, 
his necessities and his previous loan transactions with the ^ creditor. 
To guard against any possible misunderstanding it was provided t^t 
the rate of interest may by itself he sufficient evidence of the transaction 
being substantially unfair so that the court may take action even in 
e.r i>arte cases. The law was made applicable to all loans in cash or 
kind, secured or unsecured, and to all transactions which in the opinion 
of the court are loans in substance though not in form. This Act has 
been in force for the last 12 years but the consensus of informed opinion 
is that it is iiio])erative and has failed to give the relief that it was 
intended to afford. 

309. Causes of its failure.— The Royal Commission on Agriculture 
recommended that in every pi’ovince an enquiiy should be made into 
the causes of the failure of the ITsurious Loans Act. With the 
concurrence of the Governmnt of Bengal we were entrusted with the 
enquiry. We addressed all District Judges, on the question of the 
extent by which the Act is availed of, and the reasons why it has failed 
in its purpose. ^ The uniform replies from almost all the District Judges 
supplemented in many cases by the reports of other experienced judicial 
officers administering the Act are in the following terms: — “the Act 
has not been availed of,^'^ “it is not availed of,’’ -'applied to small cause 
court suits but seldom in other cases,” “not fully availed of,” “not 
availed of to the extent that should he done,” “very little use has been 
made,” “not availed of to its full extent,” “not availed of to very great 
extent’’ and “seldom availed of.” They gave the following reasons for 
the failure : — 

(1) ITneertainty of some of the provisions of the Act. 

(2) Failure of the debtor to plead the Act. 

(3) Difficulty of proving that the interest is excessive. 

(4) Difficulty in reducing the interest in the absence of any 

statutory rate. 

(5) Want of sufficient evidence to show the usual and prevailino* 

rate of the locality. 

(C) Difficulty of establishing that a transaction is suhstantiallv 
unfair. ' ” 

(T) Want of sufficient evidence to prove that consent was obtained 
by undue influence or unfair means. 

(8) Limited scope of the Act. 

(9) Xon-appearance of defendant. 


Almost all the judges ascribe the reluctance on tbe part of the courts 
in giving relief under the provisions of this Act to the following 
cause:— -‘the hattlmg effects of the decisions of the High Conrt and 
the 1 rivy Council which have practically made the Act a dead letter 
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trend of rulings is to impress on subordinate courts that courts 
have no power to interfere with contracts solemnly entered upon/’ 
‘'discretion of courts is fettered by judicial decisions which are tending 
in fayoiir of creditors/’ “rulings of the Privy Council stand in tlie way 
of reducing rate of interest unless certain things can be proved/’ etc. 

310. Examjfiatioii of the contention of the judges.— The judges have 
cited ten rulings of the Privy Council and the High Courts in support 
of the above contention, of which only two (32 C. W. 388 and 8 
liaiiore 205) are based on tbe Usurious Loans Act. Prom this fact wd 
are inclined to think that there is a tendency to apply the principles 
enunciated in decisions under tbe Contract Act to cases under the 
Usurious Loans Act. The power of the court under the Contract Act 
is entirely distinct and separate from the power of the court in granting 
relief under the Usurious Loans Act and is based on entirely different 
grounds. The principles laid down in one class of cases cannot therefore 
be applicable to the other, if they conflict with the distinct provisions 
of the respective Acts. 

311. The two cases quoted above have laid down the following 
principles : — 

(1) Twelve per cent, interest per annum with annual rest cannot 

by itself without evidence as to prevailing rate of interest 
or in the absence of any circumstance warranting the 
conclusion that the transaction was substantially unfair or 
that the lender dominated the will (of the borrower, be 
considerd as excessive and unfair, even though security was 
ample and property valuable. 

(2) Dfo fixed rule can be enunciated as to what is reasonable rate 

of interest but 12 per cent, compound interest with animal 
rest is not unusual and cannot ordinarily be called excessive. 

Eac'h of tliese two cases was decided on its own circumstunees aod 
cannot be taken to fetter the discretion of the court vested by the Aid 
to grant relief where it concludes that the rate of interest is excessive 
and the iransaetion is substantially unfair. It is true that the rate of 
12 per cent, compounded annually has not been held to be excessive in 
the al)sen(‘e of other circumstances and when the suit was instituted 
within a reasonable period of the loan ; but it appears to be still open 
to tlie (‘ourts to hold the rate of 12 per cent, as excessive and unfair 
if justified by proved circumstances of the ease. All that has been laid 
down is that interest at the rate of 12 per cent, cannot by itself invite 
the equitable jurisdiction of the court. The question now arises if the 
rate of interest be quite fair, but the amount excessive through 
coraponnding, can any relief he given under the provisions of the 
Usurious Loans Act.^ The answer to this may he given on the analogy 
of the decision in 23 C.W.N. 233 which was decided under the Indian 
Contract Act. If the money-lender by his own act piles up compound 
interest at such a pace as would make the result after a few years, 
oppressive and unconscionable, relief would certainly be justifiable. It 
may probably be contended that so long as "interest” means rate of 
interest under Section 2 (!) of the Usurious Loans Act, the power of 
court cannot be extended for giving relief unless the rate itself be 
excessive or in other words, if 12 per cent, interest he not excessive by 
itself, piling up of the amount through compounding cannot justify 
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the exercise of the equitable Jurisdiction of tlie co the word 

^‘Tate’’ has not been defined anywhere and it includes not only the 
stipulated rate but what may be the ultimate effect of the contracted 
rate. That this is the intention of the legislature, will be apparent 
from the wording of Section 3 (2) (5)> where it is enacted that ^hn 
considering whether interest is exeessiye under this section the court 
shall take into account, if compound interest is clmrged, the periods 
at which it is calculated and the total advantage which may reasonably 
be taken to have been expected from the transaction.^^ The implication 
is that a rate of 12 per cent, if compounded annually may not he 
excessive in vie%v of the decision of the High Courts and in the 
eircuinstaiices of the particular cases, hut 12 per cent, compounded 
daily, weekly or monthly may justifiably he considered to be excessive. 
Again,, if the lender has" by his own act piled up the compound interest 
or if the principal itself is composed mainly of piled up compound 
interest, even the rate of 12 per cent, compounded annually may he 
considered to he an excessive rate. 

312. Whether it is necessary to plead the Act to get relief*— It is 
quite clear from the Act that the defenclantks presence is not necessary 
and that cases can he decided parte. It is however still questioned by 
some courts whether the court can take action under the Act suo motu. 
The wording of the Section 3 (1) in the original Bill was “the court is 
satisfied by evidence.'^ In altering the phrase to “the court has reason 
to heiieve’^ the Select Committee stated “we have accepted the view that 
the court may act under provisions of this clause ,suo motu^ as we attach 
considerable weight to the body of opinion which suggests this course 
and have modified the language of the Bill accordingly.^^ Yet some 
judicial officers still think that they cannot take action unless the Act 
is pleaded. This misapprehension can only he dispelled a cleai 
and explicit provision in the Act laying down that the court can take 
action on it, whether the defendant claims its protection or not. 

313. ^ Suggested remedies. — The following remedies have been 
suggested by the District and Subordinate Judges: — 

(a) Fixing of standard rates of interest (Burdwan, Birbhum, 
Murshidabad, Dinajpur, Malda, Bakarganj, Tippera), 

(h) Prohibition of compound interest (Tippera and Dinajpur), 

(c) Shortening of the period of limitation to 3 years in cases of 

compound interest (Dinajpur), 

(d) Application of the rule of davidn.ipat to non-Hindus and to areas 

outside Calcutta (Hughli, Jessore, Rangpur, Faridpur), . 

(e) Interest in excess of a certain rate or compound interest beyond 

a certain rate and term, should be presumed to be excessive 
and transaction shall he presumed to be unfair (Hughli), and 

(/) Fixing of a maximum rate of interest (Tippera). 

314. The suggestions have been examined and we have made our 
recommendations on them in discussing the proposed Money-lenders’ Act 
in the next section of this chapter. 

Money-lenders’ Act 

315. Law restricting usury.— Legislation intended for controlling 
the operations of money-lenders has always been found necessary for the 
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preveiitioii of usury or the levy of excessively high rates of interest 
such as are likely to niin or permanently injure the borrowers. In 
all eoinitries, until the last century, laws against usury were made and 
enforced. We shall see in Chapter XIII that in India, Mann and 
other Ilindu law-givers laid down the maximum rates of interest whicdi 
emild be imposed on different classes of people. Maim also laid down 
the law fixing the inaxinium amount which could he recovered as interest 
in the following words : — ■ 

‘Interest on money received at once, not month by month, nor 
day by day, as it ought to be, must never be inoi’e than enough 
to double the debt, that is, more than the amount of the principal 
debt, paid at the same time. Stipulated interest different from 
the preceding rule is invalid 

This is commonly known as the law .of damdupat and is at present in 
force only in the Bombay Presidency, Berar and the city of Calciitta. 
The Jews forbade levy of interest altogether except from gentiles. 
Islam forbade it in every case, but a later interpretation followed the 
Mosaic law and permitted levy of interest in a country of infidels 
{dar-ul4\arh). This however is repudiated by the orthodox section of 
the community. Justinian followed Maim and not only laid down 
the maximum rates of interest for loans to different classes of persons 
but also fixed the maximum amount of interest that could he levied 
on the lines of the law of damdupat. He went further and forbade 
compound interest. Following the teachings of the New Testament^ 
the Christian Church had forbidden the clergy to take any paj^ment 
for the Uvse of money as early as 325 A.D. Before the close of the 
twelfth century this prohibition was extended to the laity. In 
England all interest was illegal till 1545 when the maximum rate was 
fixed at 10 per cent. The rate was varied from time to time until in 
1714 it was reduced to 5 per cent. This rate remained in force until 
1854 when the usu)*y laws were repealed and tlie lenders were allowed 
to charge any rate, however excessive, that the borrowers agreed to. 
Other countries in Europe liad similar laws restricting the rate of 
interest. 

316. Repeal of the usury laws in the nineteenth century. — In the 

niiddle of the last century industry in Europe was revolutionised by the 
introduction of machinery and mechanical power. The resiilting 
development of trade and commerce -was phenomenal. The financial 
accommodation required by the capitalists for production on an 
unprecedeiitally increased scale and by merchants for distributing the 
maimfaetured articles could not be procured at the maximum rates then 
fixed. The usury laws were in consequence repealed in England in 
1854, while most other European countries followed the example of 
England during^ the npt decade. In India the usury laws were 
repealed in 1855. This repeal, however, did not affect the Hindus of 
the city of Calcutta, because by an anomaly of legislature, the law of 
dmml^upat continued to prevail in the Original Side of the Calcutta 
High Court. 

317, Re^ifitroduction of usury laws* — The repeal of the usury laws 
resulted, as is only to be expected, in the recrudescence of usury in a more 
or less virulent fonn in every country. As early as 1880 Germany made 
usury a criminal offence, hut the term was loosely defined as obtaining 
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profit by taking advantage of the necessitous condition or inexperience 
of the borrower, and as '‘exceeding the usnal rate of interest in snch a 
wav that the profit seems out of propox'tion to services rendered.'” In 
India a half-hearted attempt was made in 1899 by the amendments of 
the Indian Contract Act, conferring on the courts equitable jurisdiction 
only in such eases relating to usurious contracts, where the element 
of undue influence was established. But where this eienieiit was* 
absent, the courts had no power to grant relief, however excessive the 
rate of interest might be. Next year, the first Moneydendep’ Act 
was passed in England which empowered the courts to go behind the 
contracts in all cases of harsh and unconscionable bargains, to reopen, 
the transactions, to reduce the interest claimed and give relief to the 
borj'owers. It also provided for the compulsory registration of all 
money-lenders. The amendments of the Indian Contract Act were found, 
to be inefficacious in giving relief to the victims of the usurers and it 
was eventually found necessary to extend the provisions of the English 
Act to India. In 19.18, the Esurious Loans Act was passed giving our 
courts, in cases where “the interest is excessive and the transaction is* 
substantially unfair,” powers similar to those given to the English 
courts by the statute of 1900. We have shown in the previous section 
how this Act has failed in achieving its purpose. The English statute* 
appears to have been attended with similar results, for in 1927 it was^ 
amended, and various salutary provisions were added, such as 
abolishing compound interest and fixing the maximum rate of interest 
recoverable in courts at 20 per cent, in cases of pledges of movable* 
property. In other cases, it was enacted that the courts shall presume' 
that the transaction is harsh and unconscionable if the rate exceeds 4& 
per cent., though tliey were left discretion to arrive at the same finding 
even when the rate was less. In India, the Punjab Legislative; 
Council passed a private Money-lenders’ Bill in 1926 but the Governor 
withheld his consent to it. A Government Bill has however been passed 
last year. At present in Germany the maximum legal rate of interest 
on commercial loans is 5 per cent, and in France 6 per cent, though 
it is only 5 per cent, for ordinary loans. In all the States of America 
there is a legal rate of interest varying from 5 to 8 per cent., though 
the rate has recently been increased in Connecticut to 42 per cent. It: 
will be seen that eveiy country has now resiled from the position taken 
i:n the last century and re-enacted laws for the control of money-lending: 
in some form or other. ' . 

818 Usury in Bengal. — Tlie* evils of usury are as great and as^ 
widespread in Bengal as anywhere else in the world. Our witnesses have- 
supplied us with many instances of devastating usury which liave been 
printed in the vohmies containing their evidence. To show how great the 
evil is, we quote only three instances below: — 

(1) A loan of Rs. 200 to the nephew of the orderly of the 
Suhdivisional Officer at 24 per cent., compounded quarterly, became 
Bs. 1,200 in 8 years (Mr. K. P. Moitra, Subdivisional Officer, Arambagh,,, 
district Hooghly). 

(2) Rupees 100 borrowed at 150 per cent., compounded every month,, 
duration below 10 years; 75 per cent of tne claim relinquished; still 
Rs. 1,500 claimed in suit (reported by Mr. B. B. Butt, Secretary,, 
Central Co-operative Bank, Brahmanbaria, Tippera). 
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(tl) Eiipees 30 borrowed at 5T0^^ X)er cent, (one pice per rupee 
per 'day) (reported by Mr. Manishinath ■ Bose, ; Assistant;: Secretaiy, 
Midnapore Central Bank). ' , 

319. Measures against usury in, other eouiitries«— To combat this 
<eYii, tlie measures that ha Ye been adopted in other countries since the 
repeal of the usury laws in the middle of the nineteenth century are the 

'■.following:- — 

(1) Licensing and registration of money -lenders, 

(2) Fixing the maximum rate of interest, 

(3) Fixing the maximum amount of interest, 

<4) Keducing the period of limitation of suits for recovery of 
loans, 

<5) Prohibition of compound interest, 

(6) Bestowing of authority on courts to go behind the contract, 
reopen the transaction and reduce the interest, 

<T) Restriction of money-lending advertisements, 

<8) Imposing obligation on money-lenders to supply information to 
borrowers on payment of a prescribed fee, 

-(9) Prohibition of charge for expenses on loans, 

*(10) Punishment for false, misleading or deceptive representations 
by money-lenders, and 

(11) Punishment of usury as a criminal offence. 

320. Licensing and registration of money-lenders. — It seems to us 
^essential for the enforcement of any regulation against professional 
money-lenders that they should be licensed and their names and addresses 
-should be registered. This measure will certainly do away with the 
-evils of itinerant money-lending. We have been informed that this 
will be resented by all money-lenders. We do not think that there is any 
valid reason for such resentment. The memhers of one of the most 
respected professions, namely the lawyers, are all registered and have 
to take out licences before the^^ can practise their profession. The 
anembers of the medical profession are also registered in Bengal. There 
%vas difficulty in this province over the proposed legislation for registering 
■trading firms because of the existence of the joint Hindu families and 
the operation of the Mitakshara law of inheritance. We anticipate a 
‘Similar difficulty in the case of registration of professional money-lenders 
from the same causes. Still we recommend legislation for the 
registration of professional money-lenders only and not of casual 
.money-lenders. 

321. Fixing the maximum rate of interest. — ^We have received a 
very large volume of evidence from the civil conrts as well as the public, 
supporting the proposal to fix a legal maxiinuin rate of interest on 
loans. We are however of opinion, that althongh other countries have 
'fixed vsueh maximum rates for all cases, it would not be right in the 
'present condition of our country to do so in the case of unsecured 
loans. Restriction of interest must always tend to divert money avail- 
able for investment from money-lending to other forms of business, and 
-as the money available for loans in Bengal does not seem to be any 
doo abundant at present, we think that we might leave the TJsiirious 
Loans Act to check abuses in case of unsecured loans. Secured loans, 
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however, stand on a different footing for when the risk of the loan being 
lost is very small, there are few forms of business which can compete 
with moiiey-lending. The niaximum rates should be fixed according* to 
the special circunistances of each province and if necessary for different 
parts of the same province and for the different classes of borrowers 
such as agriculturists and non-agriculturists. 

322. Fixing the maximum amount of interest. — It is essentially 
necessary for sound finance that interest should be recovered punctually 
and not allowed to accumulate to undue proportions. This would be 
equally beneficial to the borrower and the lender. It is for this reason 
that the law-givers like Manu and Justinian fixed the total amount of 
interest that should he allow'ed to accrue. In 1926, Mr. M. Yaeiib 
introduced a Bill in the Legislative Assembly to limit the interest 
charged on loans. He proposed that no interest in excess of the 
principal originally lent or due at the time of the suit, whichever is 
less, would he recoverable in a court of law. This Bill encountered 
almost universal opposition and w^as dropped. But we venture to think 
that a Bill limiting the total accrual of interest to the amount of the 
principal originally lent will not meet with so much opposition. We 
reeonmiend the promulgation of such a measure. 

323. Limitatioii of period of suits for recovery of loans. — In England 
the limitation of a money suit has been reduced to a year from the date 
on which the cause of action accrued. In India the period is three 
years for unregistered bonds, pro-notes, etc., six years for registered 
bonds and twelve years for mortgages. We do not think that if the 
maximum rate as well as the maximum amount of interest recoverable 
by suit are fixed as proposed in the preceding paragraphs, there would 
be any necessity for reducing our existing periods of limitation. 

324. ^ Abolition of compound interest. — The principal reason why a 
rate of interest is not readily recognised as usurious by the borrower is 
that the cumulative effect of compound interest is not realised by him 
unl-ess he possesses a cojnparatively high degree of intelligence. Nothing 
but an arduous arithmetical calculation can show the amount that will 
accrue at compound interest with half-yearl,y or annual rests after 
lapse of a certain number of years. For instance, it will surprise most 
borrowers io learn, that if no iilterest is paid, Es. 100 borrowed at 12 
per cent, compounded wdth annual rests will mount up to over Its. 310 
in ten years. Jiptinian considered that the fixing of the maximum rate 
and aniount of interest was not sufficient to check usui*y and decreed 
abolition of all compound interest. After many years, England 
appreciated the extent of^ the evils of this form of interest and forbade 
it^ by the Act of 1927. The evil is much more frequent and 
widespread in India. The conditions here must necessarily be much 
wors6^ than in England where education is universal. We "think that 
the time Ims come when our legislatures should take measures to save 
the hoi'rowers from the consequences of compound interest. We 
recommend that provisions similar to those of Section 7 of tlie English 
Money-lenders^ Act of 1927, be enacted in India. 

325. Coyrt’s power to reduce stipulated interest.— We have already 
discussed the operation of the Usurious Loans Act in the previous 
section. The situation will be much improved if the maximum rates 
and amount of interest be fixed and compound interest abolished as 
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recommended above. The maximum rates will not, however, help the 
borrowers who have taken unsecured loans. To give protection to these 
borrowej's, we think it desirable to provide, on the lines of Section 10 
of the English Money-lenders^ Act of 1927, that any rate in excess of 
48 per cent, shall be presumed by the courts to be ‘"excessive” within 
meaning of the Act, though a lower rate may also be found to be so. 

326. Restrictions on advertisements- — ^Alluring advertisements of 
money-lenders are not uncommon in the Calcutta newspapers and many 
young and simple people are attracted by them. It is desirable to stop 
this evil before it grows to larger proportions, and we recommend that 
provisions similar to those under Section 5 of the English Money- 
lenders’ Act, 1927, he enacted. 

327. Money-Iender^s obligatEon to supply information to borrower. — 
The. money-lenders sliould he obliged on reasonable demand being made 
and on payment of a small fee (say of 8 annas) to supply the debtors 
with a statement showing the date of the loan, the amount of the 
principal lent, the rate per cent, per annum of the stipulated interest, 
date and amount of all payments made, the amount of outstanding of 
principal and interest and the dates on which they are due. A 
certified copy of the bond or of the account of the debtor in the 
creditor’s books must also be siipplied when similarly demanded on 
payment of a fee (say of one rupee). This legislation should closely 
conform to the terms of Section 8 of the English Money-lenders’ Act, 
1927. Similar provisions have already been enacted in the Punjab. 

328. Prohibition of charges for expenses- — Legitimate charges on a 
loan transaction, such as stamp duty, registration fee, brokerage and 
costs of attorneys should of course fall on the borrower, but there is a 
commission, generally 1 per cent, called gadli selami^ which may be 
translated as office establishment charges of the money-lender, which 
in Calcutta and other placevS is deducted from the principal when the 
loan is issued. We <*onsider that this imposition should be stopped on 
the lines of! Section 12 of the English Money-lenders’ Act of 1927. 

329. False and deceptive representations.— tinder Section 4 of the 
English Money-lenders’ Act of 1900 any false, deceptive or misleading 
representation l)y a money-lender is made a punishable offence. This is 
a very salutary provision and although the necessity for it is not very 
a(*ute in Bengal at present, it is desirable to place it in our Statute Book. 

330. Punishment of habitual usury.— In Germany usury is a 
criminal oifen(*e punishable by law. We do not think a single or isolated 
instance of usury, wdiich may be caused by ignorance of the law should 
be treated as a crime, but we think habitual usury should be made penal. 
There are Jiiany money-lenders, itinerant as w^ell as others, who deal 
wntli simple people like the operatives in mills and mines. Their rates 
are usuirioiis as wull be seen from the .summary in Vol. Ill, Special 
Questionnaire ISo. 7. These money-lenders very seldom take recourse 
to courts. Their recoveries are generally made by intimidation and not 
infrequently by violence. The provisions of the IJsurious Loans Act 
will not give much relief to the victims of these sharks. We consider 
it necessary that habitual usury should be made a criminal offence. 

^r381. Possible evasion ^ of • proposed legislation-— The principal 
objection against promulgation of the measures we have proposed above is 
that they are liable to be evaded in various wmys. But the fact that 
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tlie provisions of a law are capable of being evaded by fraudulent means 
should not deter the legislature from enacting a just and necessary 
measure for the protection of the simple and the ignorant. The mere 
existence of the measure in the Statute Book would tend to educate and 
strengthen public opinion and make the law-abiding and less adventurous 
ajnong the money-lenders averse to making any attempt at evasion. It 
is not impossible that the more rapacious and unseriipuloiis among them 
%Yill try evasion, but the law will provide suitable punishment for such 
evasions and the courts will punish them whenever they are detected. 
If the evasions become too numerous and if they are found impossible 
to dete(*t or prove in courts, amendments of the law may be necessary 
in future. 

332. Coficlusion. — We cannot better conclude this section than by 
C|Uoting the following pavssage from Professor Hadley’s '‘Economics” 
justifying the imposition of Usury Laws in a country chiefly populated 
by non-commercial people, such as ignorant peasantry: 

“Wherever a large part of the borrowers are so ignorant tliat- there 
is no effective eoinpetition among capitalists, and no market rate of 
interest, such prohibitions (usury laws) appear to be justified, especially 
if the legal rate is placed high enough to cover the risks on all ordinary 
loams. A usury law of this character may prevent cases of shameless 
extortion where the creditor so presumes on the debtor’s ignorance as 
to charge -rates far above those which ordinarily prevail. Among non- 
commercial peoples^ there is serious danger of just this thing. The 
Eussian peasantry is now suffering severely from loans unintelligently 
contracted, whose charges have become a burden too heavy to be borne. 
Anything which can prevent the imposition of such burdens is likely to 
be ^ good for the community. A law fixing a maximum rate of interest 
which can be collected from such borrowers may cause temporary 
hardship by making some men unable to borrow; but even this is 
much better than an assumption of obligations which purchases 
temporary relief at the expense of future independence.” 

insolvency Acts. 

333. The Civil Justice Committee, 1924-25, considered the question 
of amending the Provincial and Presidency Towns Insolvency Acts from 
the point of view of facilitating their administration and made their 
recommendations. We have no suggestions to offer to amend these Acts 
fiom the standpoint of banking in this province. We have carefully 
examined the proposal that the minimum limit of debt prescribed in 
Sections 9 (1) (a) and 10 Q) (a) of the Provincial Insolvency Act (Y of 
1920) be reduced to enable poorer people, particularlv the agriculturists, 
to obtain the benefit of insolvency when the debt is less than Es. 500, 
and we are of opinion that such reduction is unnecessary. Insolvencv 
will not be of much help to one who is^ unable to repay a debt of 
Es. 100 or Rs. 200. Lowering* the limit will tend to increase insolvency 
proceedings in the case of poorer agriculturists and convert them into 
landless labourers. 

Legislation to promote a better record of rights or to protect 

tenariPs rights. 

334 The records of rights are prepared under Chapter X of the 
Bengal Tenancy Act by a procedure known as ''settlement.” The 
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settlement proceedings in Bengal began in the last decade of the 
nineteenth century and have not been completed yet. When first 
prepared, the records are fairly correct, but to be reliable and up to date, 
they require to be maintained by the entry of all subsequent transfers, 
partitions and changes in the conditions of the tenancies. To create a 
legal presiiniption of their correctness, they must be maintained by a 
State agency. They are not so maintained except in the Government 
estates and in the estates of a few great s^amindars who pay the cost of 
the maintenance. There is no suitable village agency available in the 
Government estates, and the collection agencies employed for the purpose 
have their hands too full of their legitimate work of realising rents and 
cesses and little leisure to devote to the work of maintenance of records. 
Consequently, the work is not satisfactorily done. Many schemes were 
prepared from time to time to keep the records in all estates up to date, 
but they have proved too expensive to carry out.^ We recognise the 
great importance of this work for facilitating credit ^ for the 
agriculturists and also the tenure-holders, hut we cannot ignore the 
fact, that the creation of an efficient agency to do the work wull impose 
too heavy a burden on those who have interest in land, the effects of 
which will probably be quite incommensurate with the increase in 
their credit. In these circumstances, we are not in a position to make 
any useful suggestion for any suitable measure to promote a better 
record of rights in this province. 

Delay in disposal of cases and execution of decrees. 

335. Delay in disposal of cases. — The law’s delays are proverbial 
and are perhaps as great in this province as anywhere else in India. As 
this matter formed a subject of a thorough examination by the Civil 
Justice Committee presided over by our present Chief Justice only five 
years ago, we have not made any special enquiries into it and have but 
one recommendation to make. 

336. Extension of the Rule of the Original Side of the High Court.— 

In the Original Side of the High Court, the rules made by the Court 
require that all eominercial causes must come on the list within six 
months of the admission of the plaint. As a matter of fact, they are 
usually disposed of within that period. Mortgage suits do not fall under 
these rules, but they are generally undefended in the High Court and the 
preliminary decrees are usually passed well within that period. lii 
all Courts of Small Causes ordinary diligence on the part of the plaintiff 
generally secures disposal within the same time. But in the mufassai 
courts of Subordinate Judges and Munsiffs, the delay is often very greats 
We need not go into the reasons for these delays and tlie suggested 
remedies w’-hich have been dealt with by the Civil Justice Coimnittee, 
We would venture to recoinment that, if there be no insuperable 
objection, the above mentioned rule of the Original Side of the High 
Court should be extended to all courts of original jurisdiction throughout 
the province, including Courts of Small Causes and made applicable to 
all suits for the recovery of loans secured and unsecured. 

337. Delay in execution of decrees.— The delay in execution 
proceedings is often very great, particularly in mortgage suits. The 
Civil Justice Committee has dealt .with this matter exhaustively in 
Chapters 29, 30, 31 and 32 of their report and made their 
recommendations.. We feel we have nothing to add to those carefully 
thought-out proposals.' 
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. Legal 'Obstacles against realisation of jwst claims of monef-leiiclerse. 

838. Money-lenders have a tendency to condemn nianj’ provisions o£ 
civil law as obstacles against realisation of their claims. ' The law has- 
been made not only to protect the just claims of the plaintiffs, but also to- 
safeguard the equally Just interests of the defendants and third partieSy 
and discu’etion has been given to courts in eveiy ease to prevent 
injustice being done. The operation of^ the law may in some cases^ 
appear to the plaintiff -money-lender to impede the realisation of his- 
dues, but these provisions of the law cannot be dispensed with without 
Jeopardising the rights of the defendants and third parties. If any of' 
these strict provisions of law be relaxed, it may provide a handle for’ 
oppression to the fraudulent money-lender. The creditor has in all 
cases to exercise due caution and make all possible enquiries before^* 
giving a loan, and if he fails to have done so, he cannot justly complain 
ot* the operations of the law. We are therefore not inclined to 
recommend any revision of law of civil procedure for the benefit of 
the money-lenders. 

Equitable Mortgage. 

339. Equitable mortgages are defined as mortgages made by delivery' 
to the creditor of the documents of title to immovable 2 :>roperty with? 
intent to create a security thereon. In this province they are legal only 
in the town of Calcutta. An indigenous banker of Dacca has-- 
recommended that they should be made legal in Dacca also. There has^ 
been no demand for such extension to any other place in the province. 
We. however, think that the law can be extended to Dacca, ISTarayangiinj 
and Chittagong, provided that every such mortg^age is made by the execu- 
tion of a document which must be registered. Otherwise a search in the^ 
registry office will not disclose the existence of such mortgages and other' 
creditors may be induced to lend on a regular mortgage, unaware of the’ 
existence of a previous encumbrance in the form of an equitable' 
mortgage. 

Titles in land. 

340. Records of rights. — The records of rights prepared under- 
Chapter X of the Bengal Tenancy Act, are legally presumed to be" correct 
ymtil the contrary is proved. They are of inestimable value im 
establishing every kind of title to land. They lose some of their value,, 
however, when they are old, as they are not maintained by any States 
agency. But even in such cases, it is not very difficult to prove title by 
evidence of transfers subsequent to the preparation of the records. 

341. Landholders. — The proprietors of all estates, revenue-paying; 
and revenue-free, have to register their names in the Collector's Register; 
D, within six months of acquiring their titles, on pain of a revenue fine.. 
They are further debarred from recovering rents from the tenure-holders 
and raiyats of the estate hy means of rent suits unless they are so* 
registered. The present provisions of the law are we think sufficient, 
though we are aware that many titles are not registered. The loss" 
however, is that of the proprietors themselves, and as it is due to their 
own laches^ we do not suggest any further measures to secure compliance* 
with the law. A certified copy of the entry in the D Register is- 
considered as a valid title to an estate. 
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343. Teniire-'hCliders. — The tenure-holders in an estate are recorded 
in the books of the proprietors. But this record is made only to assist 
the proprietor in making collection and not to establish the tenure- 
holder’s title.. The proprietors record the mutations on payment of a 
preiniiini (sala?7ii), the amount of which depends on his pleasure except 
in the case of permanent tenures where it is fixed by Section 12 of the 
Bengal Tenancy Act. But almost every tenure-holder has his registered 
lease, which establishes his title in any court. The lease is handed 
over along with the conveyance when the tenure is transferred. The 
oivil and revenue courts issue^ a certificate of transfer (bainama) -when 
■a tenure is sold by them, which takes the place of a conve3mnce. The 
lease and the conversance or the court’s certificate are full and sufficient 
title deeds to the tenures. 

343. In case of transfer by inheritance title is established 1)\" the 
probate of a will or letters of administration, but when there is no wdll, 
further proof, oral or documentary, is necessary to establish the title. 
We have not heard of any difficulty in obtaining vsuch evidence and we 
-do not think that any legislation is necessaiy at present to provide for 
the registration of transfers of tenures h\' inheritance. 

344. Raiyatl holdings. — Most of the raiyats have leases of their 
holdings and transfers are alwa^^s made by conveyances except in cases of 
inheritance. As in the case of tenures titles acquired by inheritance 
liave to be proved by further evidence but we do not think that there 
is much difficulty in producing such evidence, even when there is no 
will. When there is no lease or record of right, a raiyat can prove his 
title only by production of rent receipts for twelve ^^ears supj)oited by 
oral evidence, but such cases are rare. 

345. Under the present law a landlord is hound to recognise all 
conveyances of occupancy holding which are made by registered 
documents. The law has been made very recently- and it is too earljr to 
consider whether any amendment is necessary to establish the titles of 
the raiyats to their lioldings in any other manner. 



177 


Party; 

Indigenous Finance. 

CHAPTER XIII. 

Indigarious Banks and Bankers. 

History of indigonous Banking and IVIoney-Lending. 

340. Vedio age. — lu India, money-lending can be traced back to 
about 2000 B.C. in the Vedic period, but no evidence of its then being 
followed as a profession by any section of the people, or details about 
the terms on whicdi money was lent, are available. Individuals borrowed 
money from tlieir friends for private needs or for games of dice, and 
failure to repay debtwS %vas a matter for condemnation, sometimes entail- 
ing slavery on the debtor. 

347. Buddhist age. — It is from the 5th century B.C, that the Indian 
literature supj>lies us with definite evidence of the details of money- 
lending and of remittance of money in cash or by credit instruments. 
Our information for this period i.e., from the 5th century B.C. to the 
4th century A.C. is mainly derived from the Buddhist Jatakas and some 
of the Avadanas, the Mahabharata, a few books comprised in the Buddhist 
Tripitaka, the Kautiliya Arthasastra and the earlier Dharnia^astras. 

348. Sresthis of Ancient India.— The Buddhist works present us 
with a picture of well organised institutions called srenis (guilds) 
(Mahavastu, III, page 113) carrying on various commercial and 
industrial activities. The srevsthis occupied prominent positions in these 
guilds. In each of the important trade-centres of the Buddhist period, 
e.g., Campa, Rajagrha, Sravasti, Kausambi, and Avanti, there lived 
many srestliis of great influence. Their main function was to finance the 
traders for the ordinary purposes of their trades, the merchant adventurers 
who went out by sea to foreign countries or explorers who traversed 
forestvs in search of valuable materials, and the kings in times of war 
and other financial stress. In course of time the term sresthi was used 
independently of its connection with the possession of vast resources. 
There were persons wlio were descendants of the sresthi families and 
therefore hore the surname, but w^ere so circumstanced that they had 
to earn their livelihood as petty shop-keepers (Dhammapada Atthakatha, 
III, page 18) or traders. A richer class among the sresthis was called 
mahasresthi. Each of this class according to the accounts, owned wealth 
of more than 40 crores (kotis) (Ibid., I^ page 391). 

349. Sresthis and kings.— The wealthiest man among the Sresthis 
in a kingdom was usually made the royal treasxirer, and as a token of his 
high position the king presented him with the insignia in the form of 
an umbrella called sresthi-chatra (Ibid., lY, page 216). The existence 
of maiiv sresthis in a country was indicative of its industrial and com- 
mercial prosperity, and for this reason they were regarded as an impor- 
tant asset to a kingdom. Biinbisara, the king of Magadha, who had 
as many as five immensely rich ^resthis in the different parts of his 
empire, was once approached by his friend Pasenadi (Prasenajit), the 
king of Kosala, for persuading one of the sresthis to settle in the latter’s 
kingdom. These sresthis were so rich and influential that even 
Bimhisara felt diffident that his request for removal to Pasenadi’s 
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liing’doin would not carry weight with these influential hankers (maha- 
laihlni amliehi caletum na sakka. Ibid., I, pages 385»6). Froin such 
accounts it is eyideiit that the sresthis wielded a great power in the 
political as well as commercial life of a State. 

350. Money-lending. — The Buddhist texts abound in references to 
the practice of lending* money on interest. The Mahabharata also refers 
to the State lending money to the agriculturists at 12 per cent, per 
annum (Sabliaparva, Chapter 5, slk. 82, pratyekan ca satam vrddhya). 

351. Advances without interest. — But there are also a few instances 
of money being lent without any interest. Some of the Buddhist texts 
refer to'})ersons taking loan (ina) in money or in kind, engaging in 
business (kammanta) with the money or goods thus obtained and after 
repayment of the principal only (ina-miila) to his^ creditor, utilising 
the profit for the maintenance of himself and his family (Digha 
Nikaya, I, page 71). Mann enjoins that a Brahmana or Ksatriya 
should not, as a rule, lend money except to help a person in distress or 
for its utilization for some sacred purpose. In such cases he can 
charge interest from a sinful person, implying thereby that he should 
lend money to good but needy persons without any interest (Manu, X, 
117). Abul Fazl (Blochmann’s Ain-i-Akbari, page 285) informs us 
that in his time, money was advanced by the State to Government 
officials, no interest being charged on the amount in the first year. 

352. Loans with interest. — The more common practice was lending 
money on interest (vaddhim patisunati, Anguttara Nikaya, III, page 
352), the principal and the interest being payable at fixed intervals 
(kalabhatam vaddhim, Ibid.). The payments could be made in cash or 
kind, or by performance of an allotted task (Jataka, IV, 159). The 
Buddhist texts, however, nowhere specify the rates of interest. Loans 
were mostly advanced without any written bond or other document. 
There are two instances in the Jataka (I, 230; IV, 256) where mention 
is made of the execution of a document (inapauna equivalent to Sans, 
niajmtra) for the loan. There were also negotiators of loans (ina- 
sadhaka, Miiindapanha, page 365). The misery of the debtors on 
account of the repeated demands of the creditors was sometimes so great 
that they fled away, and even committed suicide (Therigatha, 443 ; Sutta 
Nipata, 120; Jataka, IV, 256). Failure to pay the principal or the 
interest was visited with imprisonment (bandhanam, Ibid., page 853). 

353. Seourities for loans. — As a safeguard against failure to repay 
the debt, there was the practice of pledging movables or furnisbing a 
surety (patibhoga, Visiiddhimagga, 566). To help a trader by lending" 
him money or grain, and to stand as a surety for a loan was referred to 
as a noble and meritorious deed. 

354. Money-lending as a subject of study. — It is evident from the 
foregoing accounts that money-lending was recognised as an honourable 
profession. The Kautiliya recognizes its importance for the economic 
advance of a country, and prescribes that the king should regulate the 
rate of interest, lay down rules for the protection of debtors and credi- 
tors and see that these rules are duly observed. In his time, however, 
money-lpding (kusida) does not appear as a component of vartta 
(economics) i.e., as a branch of the four subjects of study, viz., 
toviksiki (logic), trayi (three Vedas), vartta (economics) and dandaniti 
(science of* polity) (Indian Antiquary, 1910). Manu (VIII, page 410> 
is the earliest authority to include it in the science of vartta, which 
formerly comprised only agriculture, cattle-rearing and trade, but not 
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money-lending. The significance <jf the inclusion of money-lending 
ill the list of subjects of study 'is. : that the business of moneyJending 
became the subject matter of intensiye study by the scholars. The 
results of these studies are found embodied in the law codes, their com- 
mentaries and the Mbandhas. ' 

355. Rates of interest. — Tlie Kautilfya. — The Kautiliya prescribes; 
the maximum legal rate of interest on secured loans (for the 
details of forms of security, mortgage, pledge, etc., in the Kaiitiliya, see 
Studies in Ancient Hindu Polity, pages 1T9-188) as 15 per cent., and 
that on unsecured loans as 60 per cent, without any discrimination as to 
caste. He, however, allowed the rate to vary according to the risk 
involved in special circumstances, e.g., 120 and 240 per cent, per 

were allowed to be cliarged on loans advanced to forest and sea-going“ 
traders respectively. The interest on grain loans in times of good harvest 
was not allowed to exceed lialf its quantity (50 per cent.), and that on the 
capital invested in commercial concerns was one half of the profit made 
payable as each year expired. Kautiliya exempts the following persons 
from payment of interest: {i) persons engaged in long continued 
sacrifices; {ii) the diseased; {Hi) those detained in the house of their 
preceptor for studies; {iv) minors, and {y) the indigent (see Kautiliya, 
Book III, Chapter II and Studies in Ancient Hindu l^lity, pages 170-8). 

356. The DharmaSastras. — The Dharmasastras are in general 
agreement with the Kautiliya except that they have introduced caste as 
an important factor in money-lending. They lay down that the Vaisyas 
alone can take to the profession of money-lending, while the members of 
the other castes can lend money occasionally but must not adopt it as a 
profession. They also enjoin that the interest payable on secured 
loans by the members of all the four castes should be 15 per cent., 
while that on unsecured loans payable by a Brahmaiia should be 24 
per cent., by a Ksatriya 36 per cent., by a Vaivsya 48 per cent, and by 
a Siidra 60 per cent. It should be noted that the Kautiliya had. 
prescribed 60 i)er cent, as the maximum rate of interest payable on 
tinsecured loans. Thus the Siidras were charged according to the 
Dharmasastras at the maximum rate, while the concessions mentioned 
above were made to the members of the higher castes. The maximum 
legal rate therefore was 60 per cent. Manu enjoins that any stipulation 
beyond this rate was null and void. He discouraged compound interest 
(cakravrddhi), periodical, i.e., monthly interest (kalavrddhi), stipulated: 
interevst (karita) i.e., a high rate of interest not approved by the 
Sastras yet agreed to by the debtor on account of his distress, and 
corporal interest (kayika) i.e,, interest in the form of physical labour 
of the debtor or the use of the body of the pledged animal or slave 
(Manu, VIII, 153). Manu's mention of the aforesaid kinds of intei'est 
indicates that they were in vogue at the latest in the second or the third 
century A. C. Brhaspati (XI, 4-12) mentions two other forms of interest 
called sikhavrddhi and bhogalabha. Interest payable every day (pra- 
tyaham gThyataya) is sikhavrddhi, and interest payable tbroiigli usufruct 
of the security is bhogalabha. Manu sets a limit to the amount of 
interest which could be claimed by the creditor at one time in money 
transactions. This limit prescribes that the amount of interest paid at 
a time must never exceed double the principal. But according to the 
commentato3*s, the whole sum payable ‘should not exceed double the 
sum lent (Biihler’s note). In loans of grain, fruits, wool and beasts 
of burden the interest paid at any one time must not exceed five times 
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ike principal Like the Kantiliya the law code of Mann prescribes 
that all transgressions of law relating to money-lending are to be 
fjimished by the State (VIII, 4). 

'^57. Eodowment deposits with guilds. — There are a few inscriptions 
of various periods ranging from the third or fourth to the sixteenth cen- 
tury x\,C., recording that for perpetual endowments, donors deposited 
money with the guilds of potters, oil-pressers, bamboo-workers, braziers, 
etc., "enjoining (*ompliance with their pious wishes, such as feeding 
the monks of a monastery, maintaining lamps in temples and so forth. 
(Nasik and Junnar Buddhist Cave Inscriptions in Liider's List, Nos. 1133, 
1137, 1167, 1165; Gaya Inscription in the Indian Historical Quarterly, 
Yoliune VI, No. I). The guilds invested the sums in their own husi 
ness and paid out of the profits sufficient amounts by way of interest to 
meet the wishes of the donors. In some of the instances the guilds are 
found to have paid to the beneficiaries interest varying form 9 to 12 
per cent. (Mookerji, Local Government in Ancient India, 2nd edition, 
pages 96-110). 

358. During the Muhammadan Rule. — State loans to officials and 
royal household , — Abul Fazl in his Ain-i-Akbari (page 265) speaks of 
loans given to the State officials from the royal treasury. In 'the first 
year, no interest was charged, but, from the second year, interest ran as 


follows : — 

Year. Per cent. 

2nd .. ... .. .. .. 

ard ... ... 12.| 

4th .. .. .. .. .. 25 

5th to 7th .. .. .. . . 50 

8th to 10th .. .. .. .. 75 

loth (sic) year onwards . . . . . . 100 


Tills [unctice of the State, says Abul Fazl, operated as' a. cheek on the 
usurers (Ibid., page 265), who must Iiave been cliarging a still higher 
rate of interest. The vsystem of payment by Earmans, Parwanchas and 
Bat*ats (i.e., ordere for payment) was also in use. This mode of pay- 
ment was generally^ adopted in the case of State officials, beguins, 
princes, etc. (Ain-i-Akbari, page 262). 

359. Bankers and their Royal Clients.— The bankers liave in all times 
and (countries been pillars of strength to the kings. From the available 
accounts we find that the Indian rulers had also to depend on the 
wealthy bankers in times of financial difficulties. The Tarikh-i-Firoz 
8hahi (EllioFs History of India, III, page 282) states that when Sultan 
Firoz Shah reached Sarsiiti in the course of his march ‘The bankers and 
merchants of the place assembled and brought several lacs of tankas to 
the Sultan who accepted the money as loan, and promised to repay it 
after his arrival at Delhi. All the money tlnis reiteived was paid to 
the army.^'^ Lyall writes in his Asiatic Studies (First series, pages 
258-9) that in the 18th century there w-as a “rich, enterprising, commer- 
cial and banking class who conducted exchange operations all over 

The great bankers of Upper India look back 

gratefully, from these levelling times of railway and telegraph, to the 
golden days of immense profits upon daring ventures, when swiH 
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runners broug'lit secret news of a decisive battle, or a great military 
leader offered an5" terms for a loan whicli would pay bis mutinons 
troops. Ill these times a man whose bills were duly cashed in every 
camp and (?ourt of the Northern Provinces had often to remit specie 
at all hai^ard and the best swords of Eajputana were at the service 
of the longest purse.’’ Lyall and Grant Duff (History of the Maliarattas, 
I, page 529f.) present us with a vivid picture of the various bank- 
ing houses situated in the different parts of India, communicating with 
one another by cipher messages^, and making profit by advancing loans 
to the chieftains who proved victorious in battles. They had to keep 
in their service fast runners to bring them news of battles and to carry 
advice to their correspondents for making payments to their clients. 
Baji Rao be(‘ame so much involved in debts ^^on account of his large 
lu iny that the soiicars or seths refused to make him any further 
advances.” (Duff, History of the Mahrattas, I, page 390). Similar 
was the ])osition of Balliila Sena in Bengal in the twelftl) century. He 
becnime involved in debts on account of his war with the King of Mani- 
])ur. At this time, the members of the suvarnavanik caste attained 
prominence in Bengal as wealthy bankers and performed the functions 
of tlie seths. Ballala wanted to have from Yallabhananda Adhya, the 
richest among the said community, a second loan in addition to the 
first of a crore of rupees, but the latter refused, as he suspected foul 
play, and thus became a victim of the king’s wrath (Ballala-carita, 
A.S.B.ed., IJttara Khanda, Chapter 2). Sometimes these kings or 
chieftains refused to repay the loans and even plundered the hanking 
houses. Grant Duff writes that in 1742 Mir Habib, a general of the 
Mahrattas, ‘‘plundered the hanking houses of Jugat Sett Alunichand 
of the enormous sum of two millions and a half sterling” (op. cit., 
I, page 427). 

360. Agricultural Loans. — In the Bengali literature of the 10th to 
the 12th century A.C. the record of the details of the profession of money- 
lending is scanty. In the Mymensingh Gitika (page 44) references 
are made only to mahajans advancing money to agriculturists in times 
of famine and flood and appropriating the paddy fields of the debtors 
ill payment of the principal and interest. A graphic account of the 
relation between the debtors (khataka) and the creditors (mahajana) is 
given in the well-known work Nildarpan (V, 1) of Dinabandhu 
Mitra. When a debtor borrowed money and paddy from a creditor to 
meet his requii einents during the year, he had to pay hack the principal 
with interest in cash at the end of the year by selling tobacco, sugar- 
cmie, sessamum, etc., or in kind on the basis of the price of the commo- 
dities. In repayment iti kind, the debtor had to add to the borrowed 
quantity by either 37 1 per cent, or 50 per cent, for interest. If owing 
to a bad harvest, or some unnecessary expenditure, the debtor failed 
to repay the debt, it was entered in the mahajan’s hooks as an arrear 
(baki bakeya) and was recovered gradually. The mahajans never 
went to court for realising their dues; consequently they treated the 
arrears as bad debts for the time being. As a safeguard against losses, 
the mahajans sometimes went to the fields and watched the debtors to 


""A specimen of the cipher message is as follows : —''Two pearls have been 
dissolved, twenty-seven gold mohnrs have been lost, and of the silver and copper 
the total cannot be cast up/’ The pearls refer to the two Mahratta generals 
the gold mohurs to the officers, and silver and copper to the soldiers o? higher 
and lower grades. 
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see whether they were taking proper care of their holdings or whether 
the sum borrowkl by them for paying rent corresponded to the area 
of the plot under cultivation. Sometimes, the debtors through want 
of foresight caused losses to the mahajans and themselves suffered for 
that reason (cf. the remarks of Mr. E. B. Alexander, Collector of 
Etawa, in E. C. Butt's Economic History, page 433). 

361. Francis Buchanan Hamilton has left us valuable records for 
studying the economic conditions of Dinajpur,^ Purnea, and other 
districts of Bengal in the first decade of the nineteenth century. He 
says that the average rate of interest prevalent in these districts wns 
12 to 18 per cent. (Dinajpur, pages 207, 211, 227), but the rate of 
interest together with other charges realivsed by the goldars (manu- 
facturers of sugar) for sums advanced to the cultivators amounted to 
17 to 20 per cent., of which 8 to 11 per cent, per year (“1} to If anna 
on the rupee") was expressly taken as interest and the balance as munafa 
(profit), etc. (Ibid., page 307). The total amount was usually repaid 
in kind, i.e., by the exti'a.ct of the sugarcane. Buchanan Hamilton 
(Dinajpur, page 312) does hot m-ention the figures for the various 
charges realized by the indigo manufacturers, but they were probably 
the same as for the sugar manufacturers. The advances were made to 
the big contracting farmers (mondals) who in their turn distributed the 
advances among the cultivators. For acting as middlemen between the 
European manufacturers and the cultivators, they charged per cent, 
of the produce as their commission. Each contracting farmer used to 
deliver a formal written agreement called satta, binding himself to 
see that a certain number of bighas is cultivated. Besides the manu- 
facturers of sugar and indigo, there were the dealers in grains. Gene- 
rally the rich farmers advanced money to the ciiltiTators between the 
middle of June and the middle of November, and charged 37^^ per cent, 
as interest and 5 per cent, as profit, totalling 42^^ per cent. They 
usually took repayment in kind and stocked the giuin for a favourable 
market (Ibid., page 320). 

362. Non-Agricultiiral Loans. — Besides the cultivators, there were 
also small non-agricultural borrowers. In the Kavikahkanacandi 
(Bangavasi ed., pages 73, 155) w^e read of needy persons approaching 
the vaniks or poddars who were also called mahajans for loans of sinall 
sums. The vaniks used to lend money with or without security and 
with or without bonds. During the last quarter of the sixteenth cen- 
tury, the usurers used to charge interest at the rate of more than 500 
per cent. (Ibid.). 

363. Buchanan Hamilton informs us that the traders were financed 
mostly by the saiidagars and mahajans. The former did business with 
a large capital and owned vessels for transport of merchandise, while 
the latter had moderate capital of Es. 2,000 to Es. 25,000 and hired 
vessels as occasions demanded (Dinajpur, page 317). At Dinajpur 
there was a very rich saudagar family to which belonged the well- 
known banker Baidya Nath Mondol who had transactions with two very 
rich houses, one being, Bhojraj of Bhojpur near Patna, and the 
other Tbakiirdas Nandi of Kalna, district Iliirdwan. There were seven 
rich hankers called kuthiwallas in Murshidabad with their agents 
at impoi^tant places. They were all of the Oswal sect of Western India 
settled in Bengal (Dinajpur, pa^ 320-1). They imporied European 
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woollens, pepper, spices, cotton shawls jBietal and hard ware, and ex- 
ported ging’er and turmeric, but their principal business was gianting^ 
bills of exchange for money.” During the Muhammadan rule, the 
revenue collected from the zemindars at various places wms usually 
remitted to Murshidabad through these bankers. ^ This branch of pro- 
fit they have now lost, and are chiefly employed by the landlords in 
keeping the rents, in paying their revenue, and in remitting the sur- 
plus to such as reside at a distance, which is the case with the greater 
part. The money also, which is necessary for purchasing the exports, is 
chiefly sent to the district through these houses. Bills are never^discoimt- 
ecl by these bankers, except by the house of Jogoteseit (Jagat Seth) and 
even by that very rarely (?) but they occasionally lend money in advance 
to landholders who are in arrear of revenue.” C)f the kuthiwallas, Jagat 
Seth only discounted bills. In his Purnea Report (Ed. 1928, page 583) 
Ihichaium Hamilton wuites that at Purnea there were seven kutlii- 
wallas : of them the kuthis of Jagat Seth and Lala Meghraj were the 
most prominent. The agents of these two bankers as also those^ of the 
kutliiwalla Baidyanath, living in Purnea district, granted “bills for 
money paid to them and discounted the bills of others.” Jagat Seth 
granted bills on any part of India w'hile the others only on Calcutta, 
Dacca, Murshidabad and Patna. The rate of discount on bills for a 
short term payable at Murshidabad for cash paid at Dinajpur was J to 
1 per cent, while for those payable at Calcutta was 1 to IJ per cent. 
The other four kuthiwmllas granted bills for money paid to them, but 
did not discount bills. One of the principal items of business of these 
kuthiwallas, excepting Jagat Seth and Meghraj, was keeping the rents 
collected by the landholders and punctually paying their revenues to 
the State. (Purnea, page 583). They also sometimes advanced money 
to the landholders to clear arrears of revenue, and charged them 
interest at the rate of 12 per cent. But they charged another 12 per 
cent, as munafa deducting this amount at the time of advancing the 
loan (Dinajpur, page 321). 

364. Money-changers. — While describing the systems of coinage, 
Alml Fazal refers to a class of men called sairafi (Ain-i-Akbari, page 
18) who became coin experts and could determine the degree of purity 
of the coins. ^ Blochmann calls them the forerunners of modern shroffs. 
In Akbar’s time, there were in use twenty-six kinds of gold, nine kinds 
of silver, and four kinds of copper coins, and a ban (discount) was 
allowed for changing one coin into another. Hence the profession of 
money-changing was necessary. 

365. Tavernier (17th century) realised in connection with his own 
business transactions the importance of shroffs, “who acted as bankers 
and money-changers, and remitted money for others from one town io 
anotlier and issued letters of exchange'' (Tavernier's Travels, I, pages 28, 
3o; II, 91). He also tells us that on account of the existence of a 
large variety of coins, the shroffs made a great profit from money- 
changing. They generally belonged to the third caste, vaisyas, and 
were very skilful in their trade (Ibid., II, 183). 

366. The existence of a powerful body of shroffs was noticed by H. 
Verelst, Governor of Bengal (1767). He records that the East fndia 
Coinpany had to take help of this class of men for guarding against the 
withdrawal of coins from, circulation. They allowed them the usual 
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discount or l 3 ata on sicca rupees. The sicca rupees were accepted at 
the Company’s mint three years after issue at the rate of 111/116 parts of 
the original value. They were recoined, i.e., raised in value by 5/116. 
This after deduction of the expenses of coinage and duties and the 
fee of 1/116 to the assayer of metals left 3/116 to the shroffs i.e., about 
2| per cent. They however made a further profit as they collected 
the coins from their possessors at a discount. This practice of the 
shrofis was, as stated by Verelst, introduced by Jagat Seth at the time 
of Jfaw’ab Jafar Khan/ but the custom may have been much older (A 
Tiew of the Rise, Progress and Present State of the English Govern- 
ment, in Bengal, 1772, pages 94-5). 

367. BucliaiiaiiL Hamilton (Purnea, page 583) also speaks of the 
suraf's (shrofis) whose function was giving change for gold and silver 
coins. They generally had stoeks-in-trade of about Bs. 500 to Rs. 1,000. 
Change for’ larger amounts of gold and silver coins could be given only 
by the kiithi wallahs. The maximum amount that could be given at 
a’ time by Jagat Setb was a lakh, and half that amount by the other 
kuthiwallahs. The shrotfs also made purchases and sales of bullion, 
but they were not gold or silversmiths. 

368. Small Shroffs (poddars). — There was aiiother class of shroffs 
usually called poddai^s, who excdxanged cowries (shells) and silver coins, 
the usual currency of a Bengal market (Cf. Kavikankan, page 155). 
The silver currency was called Kaldar or the new milled coins of 
Calcutta, There were also some old unmilled coins -and French rupees, 
the latter circulating at a heavy discount (Diiiajpur, page 323). Cow- 
ries or shells were much in use in the market transactions. At Dinaj- 
pur, the poddars attended markets with cowries placed in heaps before 
them. The maximum worth of a heap was Es. 15. The people "who 
came for marketing had their silver changed into cowries from these 
poddars receiving 5,760 cowries for one rupee. In the evening, the 
hucksters came to the poddars for having their cowries changed 
into silver. At that time, the poddars took 5,920 cowndes in exchange 
for one rupee, making a profit of 160 cowries per rupee, i.e., 1/36 part of 
a rupee. This rate w^as for the kaldar coins only. It w^as diff extent for 
the French rupees. 

369. The poddars sometimes advanced cowries to those who depended 
on monthly wages for their daily expenses, and at the end of the 
month, they took fi*om them silver rupees at the rate of 5,600 cowries to 
a rupee, i.e., makiixg ''a profit of 4/47 a month for his money (i.e., 
about 60 per cent, per annum) but very often losing the principaF^ 
(Dinajpur, page 322). 

370. In the districts of Rangpur and Purnea, there were classes of 
money-lenders called ''rokari nxahajans (i.e., merchants who kept 
accounts in cash) and nagadi nxahajans (i.e., dealers in ready money)'' 
(Purnea, page 584). There were also some gossain or sannyasi merchants 
who followed this px'ofession. Their principal business was exporting 
silk cloth. Some of them ‘'dealt in money and jewels or in grain and 
the articles usually sold along with it." "(Purnea, pages 577, 578). 


(This note is the result of the researches of our colleague Dr. N. N. Law, 
FH.D., p.R.s. Soiue information has been collected from Br. Jain^s 
^uudigeuous Banking in India.’’) 
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incligericiiis Banlcs and Bankers at the present time«: ' 

371. Extent and eharaeter.— In chapter ■ XV ' we liaTe defined the 
business of hanking as taJang* deposits and discotmting bills or 
lending money. In oiir questionnaire (note at the head of Part II) 
we have defined indigenous banking as receiving deposits and dealing 
in hundis or lending inonejn There are not many indigenous hauliers 
at present in Bengal who satisfy both the conditions of this definition.^ 
So we have practically limited our investigation on indigenous banking 
to individuals and firms who deal in hundis whether they take deposits 
at present or not. Many of the bankers who used to take deposits have 
now ceased to do so and we could not therefore insist on the first quali- 
fication. The indigenous money-lender on the other hand while he lends 
money does not deal in hundis. The only distinguishing characteristic 
of the indigenous banker is therefore dealing in hundis. 

372. There are few indigenous bankers who carry on the business 
of banking alone. We have come across only two such firms in Dacca, 
The majority of indigenous hankers combine banking with some form 
of trade, wholesale or retail. They finance a considerable proportion of 
the distributive trade of the province. The combination of. banking 
with trade existed in the past and the fact that it has been subsisting 
even to-day confirms the opinion that such combination is not unsound 
and is a special form of banking evolution suitable to the conditions 
of the country. The personal relations which grow out of trade have 
to a great extent been responsible for making the function of banking 
attractive to the trader as such relations help him to turn his surplus 
to good account. The lending operations undertaken by him have fur- 
ther the indirect and no less important effect of securing an advantage 
in his trading business, because the loans made to the producers bind 
them to the lending trader by a tacit or explicit understanding to sell 
their produce to him. Lastly, the banking business is of paramount 
importance to the trader in the remittance of his funds and collection of 
his dues. The absence of any other banking institutions suitable for 
these purposes has stimulated the development of this kind of mixed 
business specially in the mufassal, 

373. Although the work of the majority of indigenous bankers is 
under both the heads of trading and banking, they do not usually keep 
separate a(‘counts for the different binnches of their business nor do they 
have any separate establishments nor ear-mark any particular funds for 
either of them. The establishment as well as the controlling authority 
being the same in both the branches, the work of management is 
minimised and facilitated to a great extent. 

374. The business of indigenous hanking is confined to Hindus 
only and we have not come across any indigenous hanker professing any 
other faith. Most of these bankers practising in Bengal are non- 
Bengalees, chiefly Marwaris and there are only a few Bengalees engaged 
in this business. 

375. Niitmlser.— We have been unable to ascertain the number of 
indigenous bankers operating in this province. The Census Report of 
1921 did not distinguish' them from joint stock bankers on the one hand 
and money-lenders on the other. The Income-tax ^authorities lhave 
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^given las some figures from which we find that there are 4,187 indi- 
genous bankers or banking firms who pay income-tax. But the Income- 
tax Officers whom we have examined have given us the following nuin-. 
hers — 


Dacca ... ... 

... 6 

Chittagong 

... 3 or 4 

Midnapore 

4 or 5 

BakarganJ 

... 20 

Rangpur 

... 10 

Tipperaii 

...' ' '... 12; : 


'The figures given by the Commissioner or the Income-tax Officers can- 
not therefore be accepted as correct, as the registers and returns of the 
Income-tax Department do not distinguish the indigenous bankers 
from money-lenders and the definition of the term which w’^e gave in 
our questionnaire was not clearly understood. All thafc w^e have been 
able to ascertain is that there are only a fe\v such bankers or firms 
whose numbei is only a few wscores and that their number is decreasing. 
'The falling off' in the value of hiindi stamps sold, shown in Chapter III, 
points also to the same conclusion. Formerly the wffiole of the internal 
trade of the province was financed by them, but from the evidence of 
the Indian Chamber of Commerce we find that business worth at least 
2 crores out of 46 has been taken up by the Imperial Bank and 22 crores 
by the merchants themselves. The remaining 22 crores is said to be 
in the hands of the indigenous bankers at present. 

376. Methods of business. — Capital. — The largest proportion of the 
working capital of indigenous bankers is furnished by themselves. Only 
S' very small proportion is derived from* the deposits that they take. As 
the capital employed in banking is not distinguished in their accounts 
from that eniployed on trade and as they are extremely reluctant to 
publish any figures ahout the extent of their business we could not 
'.ascertain the amount of capital employed by them. There is no doubt 
however that in some cases their capital is quite considerable. About 
half a dozen big firms in Calcutta employ a sum of no less than 2 crores 
of rupees, wdiile tw'o firms in Dacca are reported to be dealing wuth 
1) lakhs and 6 lakhs, respectively. 

377. Deposits.— The receiving of deposits was once an important 
■function of the indigenous bankers but this branch of their business has 
been steadily dwindling. In Calcutta the reason is said to be the 
competition of the great banks, foreign as well as Indian, and of 
Governmeiii. We have heard a complaint that the high rate; of interest 
offered on treasury bills has seriously affected the deposits in some of 
the big Calcutta firms. In the mufassal the dwindling of deposits is 
attributed to the competition of the co-operative banks and the loan 
offices. The indigenous banker seldom issues a pass-book or gives a 
receipt to the depositor, Ifo detailed information could be obtained 
by tis about the conditions on which these deposits are taken or the rates 
of interest offered, but from the meagre evidence before us we gather 
that the deposits are usually repayable on demand or after notice of a 
few days, and that the rates of interest vary from 6 to 12 per cent, on 
fixed deposits and 3 to 9 per cent, on current account. One firm in 
Dacca allows interest of per cent, on deposits repayable at a fortnight’s 
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.notice. ' The depositors are attracted to, other institutions not merely 
because their rates of interest on deposits are higher, for in several cases 
they are lower, hut because of the 'sense .of security engendered by 
■publicity and btivsinesslike methods, of such institutions. 

378. Cash baianee. — Banking traders usually do not keep Miy sxiiplus 
cash balance over and above ..what may . be required iu' their biisiness.- 
The few bankers who do not engage in trade are likely to have consider- 
aide surplus during the slack, season. This balance, and the ^surplus 
balance of other indigenous bankers in the mufassal is, during the 
slack season, drawn to the provincial capital for investment in treasury 
bills or othei forms of Government securities or for deposit in some of 
the coinoiercial banks which offer interest on ciiri*eiit accounts. 

379. Lines and terms of adwanee.— .Advances are made 'by ■■the 
indigenous bankers without any . .discrimination as to the purpose for 
whir'.Ii the loan is to be employed. They satisfy themselves, only on the 
.'Sufficiency of the security which is furnished as cover for the loan, or if 
there be no security, that the borrower is solvent enough ^ for the 
extent of the credit allowed. It cannot therefore l)e ascertained what 
proportion of the loans given by them is used for agriculture, industry, 
trade or other purposes. 

380. AgrienitU'ira* — The pait; played by the indigenous hankers in 
the financing of agriculture is insignificant. Only a very small 
number of such hankers lend money to the cultivators who generally 
depend on the professional money-lenders, the cm-operative societies 
•or the loan offices for their finance, but when the banker 
is also a trader, it is not unusual for him to advance 
money to the cultivator on condition that the produce must 
be sold to him. These advances or dadans are given by all classes cjf 
traders and not by the banking traders only. When such advance is 
given it is usually stipulated that the produce should be brought to the 
lender and sold to him at either a stipxilated rate or at a certain 
stipulated amount less than the market rate at: the time. Interest is 
sometimes charged on these dadans. ^ These loans are secured by simpile 
bonds or merely entered in the hatchita account .described below. When 
a loan is gdven to an agriculturist without any stipulation for the sale 
of produce, mortgage of land is usually taken as security. 

381. indlustry. — The financing of industries is not undertaken to 
any appreciable extent by the indigenous bankers in the mufassal. hxit 
in Calcutta and its suburbs where numbers of middle and large-si^:ed 
industrial institutions are in existence, the part played by them in 
the financing of industries is much more important. In this business 
no distinction is usually made between loans required for capital ex- 
penditure and those to meet the working expenses. The indigenous 
hankers do not as a rule provide any accommodation on mortgage 
against block and the loans are generlly advanced on hundis. 

382. Trade and Commerce. — But the financing of the internal trade 
constitutes undoubtedly the most important function of these hankers. 
This usually takes the form of advances made against such instruments 
as hundis or purjas or entries in the account books called hatchitas, 
khatapetas, and katamitis. These advances are in a sense short 
commercial loans, the terms of which depend upon the prevalent practice 
in individual cases. The loans amount to giving personal credit only 
without conferring any lien upon the commodities. The indigenous 
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Ibanker of Calcutta finances '‘imports” from mnfassal trade centres by 
granting loans to merchants, who go into the interior for purchasing 
the produce. They also lend money to local warehouse men or aratdars 
and assist the movement of commodities by advancing on bills of lading 
and railway receipts. In the mufassal the indigenous banker provides 
accommodation for trade in these ways^ and also by some other means. 
In iJacca some banking firms make direct cash advances on personal 
credit to the tradesmen either for purcjiasing imported goods for distri- 
bution and sale or for gathering local produces for export. One firm 
in Dacca makes cash purchases in Calcutta on behalf of the cloth mer- 
chants of the locality through its own agents who are instructed to 
despatch the goods and send the railway or steamer receipts directly 
to the consignees. The agent sends a copy of the invoice containing 
all items of expense including cost, freight, aratdari or commission, 
warehouse rent and other incidental charges and the whole amount 
together with the interest is debited against the borrowing trader in 
the books of the banking firm. No security is demanded for providing 
this credit as it is extended to very trustworthy customers, but it is 
stipulated that the borrower must remit the whole of his daily sale 
pro(*eeds to the ])anker to he credited to his running account. This 
sysiem of a(‘countiiig is called “katamiti.” 

Other purposes. — The indigenous hankers do not confine their 
operations only to the financing^ of agriculture, industry or trade. They 
also grant loans for other purposes. In these eases security is always 
demanded and takes the form either of a pledge of jewellery or a 
mortgage of land. In the of a mortgage a registered bond is 
invariably demanded, but in ti^case of a pledge of jewellery, no bond 
is ordinarily taken unless the amount involved is very great. Such 
loans may be employed on non-productive as well as productive purposes, 
but the indigenous banker^ does not trouble about the nature of the 
purpose so long as the security is sufficient. To some approved custo- 
meis these bankers give loans on promissoiy notes without any security 
or on the guarantee of a third party. 

384, Credit Instruments and Devices. — Hundi. — The commonest 
form of credit instrument employed by every indigenous banker is 
the hujuli. It may be described as an internal bill of exchange and is 
in effect an order signed by the drawer addressed to the drawee to pay to 
the person mnned in the hundi (who may be called the lender) a sum of 
money specified in the hundi either at sight or at a certain period after 
presentation. There are usually other conditions on account of wffiich a 
conditional hundi is not recognised as a negotiable instrument within 
the meaning of the Act. The sight bills are known as darsani liiindis 
and the usance bills are called muddati hundis. These himdis are 
ti'ansferahle by endorsement and pass freely among the indigenous 
bankers themselves. They are however not negotiable in banks in the 
legal sense of the term specially when conditions are attached hut they 
are often rediscounted when presented by approved customers. The 
usual Condition attached is that the payment should be made only after 
ascertaining the respectability, title and address of the payee. When 
there is siieli a condition the hundi is called a sahjog hniuli and a hanker 
who negotiates it is entrusted with the duty of satisfying himself that 
the presentor is the proper person to wffiom the payment should be 
made. When this condition is absent, the hundi is called a dhanijog 
hundi and is payable to the presentor (dhani or holder of the hundi). 
In a Jokhami hundi there is usually a condition that if the goods on 
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the security ot which the advance is made are lost or damag‘ed in 
transit the drawer or the holder of the hundi must suffer the loss, 
the drawee not being responsible. ' These liuiidis lioivever are very 
rare in Bengal. The ].)eriod of nsaiiee of the mnddati Imndis is nsuaily 
one to three inontlis. 

085. ^ When an advance is made against a hundi the lender deducts 
commission or discount called himdiana from the amount of advance. 
The rate ot discount varies from 4 to 18 per cent, according to the 
pressure on the money market. In 1928 the highest rate was 10|- per 
cent, in Calcutta. 

086. A hundi is employed to serve three distinct purposes : The 

first is for raising a loan, and in this form it corresponds to the finance 
bills. The second is for the purpose of financing trade, when it cor- 
resj)onds to the bill of exchange, but while such bills are almost always 
accompanied by documents of title, the hundis are usually without 
them. Hence it is impossible to distinguish a hundi for 
accommodation from a hundi for trade. The third use is for 
remittance of money, from one place to another, whether for purposes 
of trade or otherwise. In such cases, if the banker has surplus ca.sh 
which he requires to remit to another place, a premi^lm may be paid 
instead of a discount deducted. ' 

387. Purjat — A purja is a written request addressed to the lender 
and signed by the borrower to pay the amount mentioned in the 
iustrument and is stamped with an anna stamp. The rate of interest is 
always mentioned in the body of the purja but the period for which the 
loan is granted is never mentioned in it but is either understood to be the 
period settled by prevailing practice, or entered in a separate slip 
pinned to the purja. The purja is not attested by witnesses and 
operates in practice not as a bond but as a mere acknowledgment of 
debt. The interest due at the stipulated rate for the implied or explicit 
period is always collected when the loan is granted. The name of the 
person through whom the sum is received is always mentioned in the 
body of the purja. It is used only for temporary loans for periods 
seldom exceeding three months. ^ It is not a hill of exchange and is not 
negotiable. Sometime the purja is given in another form, visi., an 
acknowledgment by the borrower declaring that he has credited the 
amount borrowed in his own ^account books in favour of the creditor. 

388. Hatchita, Khatapeta and Katamiti-— A hatchita is a sheet 
bound in the ae(*oiint book of the creditor and entered in the form of a 
ledger bearing an anna stamp and the signature of the borrower. A 
khatapeta i.s a similar account without any stamp or signature. All 
advances made and interests accrued are entered on the debit side of the 
ledger and all repayments and payments of interest on the credit side. 
No separate bond is taken for the advances nor is any receipt 
given for the repayments or payments of interest, the 
entries in these accounts being considered as sufficient proof of the 
transactions. The debtor himself is responsible for seeing that all 
payments are duly credited. In khatapeta accounts payments of all 
advances are made on the w'ritten request of the borrower and these 
documents are filed by the creditor and returned to the borrower wffien 
the loans are repaid. The term khatapeta is Uwsually employed hy the 
Marwari bankers. The Bengalee bankers of Dacca and elsewhere use 
an account called katamiti, in the same form, but interest is charged 
on the daily debit balances. 
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S89. Interest*— There is no ■ uniformity in the rate of interest- 
charged by tlie indigenous bankers on advances made by them. 
Generally speaking the rates on secured loans vary from to 15 per 
cent per annum and those on unsecured from 18 to per cent. The 
rates vary not only in different times and places but also according to 
the solvency and reliability of the borrower. On moneys advanced on 
khatapeta account the rate of interest varies from 6| to 9 per cent, per 
anniini. The rate on promissory notes or pur j as is generally from 2 to 
9 per cent, according to the conditions of the money market. 

390. Establishment. — These bankers manage their business very 
economically and, as already stated, they often combine trade witlr 
banking and maintain a common staff for the two branches of the 
Imsiness. The whole of the business is carried on in the vernacular and 
the establishment, though consisting of trained and reliable men, is very 
meagre and low paid. In Calcutta however some distinguished bank- 
ing firms have stated that 25 per cent, of the profits of a normal year 
may roughly be regarded as the outlay on establishment. The value 
of the daily" transactions of a banking firm at Dacca amounts to a iakh 
of rupees for which the firm maintains a staff of only 25 to 30 persons. 
The average pay of' a member of the staff is estimated to be Es. 30 per 
month. In the mnfassal the business is usually conducted in a small 
room or varandah of the house of the banker, except in the case of big 
firms where larger accommodation is provided. There are hardly any 
separately rented or constructed business premises. 

391. Profits. — The economy in expense does not however enable the* 
banker to make large profits from the banking business and an allow- 
ance has to 1>e made for bad debts, w^hich often reach a considerable sum 
when trade is dull. The bankers are sometimes dragged into litigation 
for the realisation of their dues and have to put up with comproniisesv 
causing them a loss. The margin of profit derived from deposits is 
also eonsideralily less than it used to be on account of the dwindling 
of the deposits. The net piofits earned by these bankers vary in diffe- 
rent places from 5 to 20 per cent, per anmiiii. Profits above 20 pei: 
cent, are exceptional. 

392. Clientele. — With rare exceptions, the indigenous bankers have 
earned a reputation for integrity in tbeir dealings with their clientele.. 
In ]nost> places they are looked upon by their customers as friends in 
need and their dealings are not viewed with suspicion. They keep in 
close touch with the borroM^ers and are often intimately acquainted with 
them, their material cionditioiis and the nature of their business. 
They are approachable without any formality at any hour of the day 
and even at night, and are not bound by any hard and fast rules regard- 
ing the terms of their transactions. A firm in Chittagong informed 
us that the bulk of their hundi business is done after 3 p.m. when the 
branches of the Imperial Bank and the National Bank of India are 
closed. It is on account of the mutual confidence between the banker 
and his clients that the business is carried on so informally. There is 
no publicity of account and no receipts are given for deposits or repay- 
ments yet the client is satisfied. On the other hand, the banker 
generally feels no hesitation in granting loans on hundis unsecured by 
any commercial documents or otherwise or on purjas and khatapeta 
accounts. We are satisfied that the relation betvreen these hankers 
and their customers is cordial. 
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393. Relation^ with Jaint Stock' iaiiksi litiperial Sank, eto«— In ih& 
eiiy of Calcutta, iiuligeiioiis baiikiBg firms of repute can avail themselves 
of the }‘e<liseounting facilities offered by the^ Imperial Bant. Some 
indigenous bankers have business relations with the Exchange Banks.- 
A few of the Joint Stock Banks in Calcutta also undertake rediscounting 
of liimdis. The discount rate charged hy the Imperial Bank is gene- 
rally the same as the bank rate. It goes* up by 1 per cent, in times of 
tight money market and down by ^ to per cent, w^hen the market 
is easy. The total value of the hundis discounted by the Imperial 
Bank in Calcutta during the year ending 31st March 1929 was approxi- 
mately Es. 14,10,00,000 and the amount for the whole of Bengal was- 
about Es. 15,20,00,000. But in the niufassal it has been stated that 
the branches of the Imperial Bank evince a lack of sympathy in their* 
attitude towards the indigenous bankers. Evidence has been received; 
from two firms in Dacca that the local btanch of the Imperial Bank 
refuses to rediscount hundis bearing the endorsements of even the firms* 
of highest repute in Dacca town. A complaint has also been made that 
the Imperial Bank does not afford any special facility or consideration 
even to the old, reliable and substantial Indian banking firms. In one 
case a cheque for a large amount Was dishonoured because it exceeded 
the amount lying to the credit of the firm by a paltry sum, although 
the cheque w’as drawn by a firm 'which deals with the Bank in lakhs:' 
of rupees a year. 

394. The indigenous hankers have no dealings whatever with 
co-operative hanks or loan offices. 

395. Among these bankers themselves the relation is alwaj^s cordiaL 
They provide one another with financial accommodation on liberal terms. 

396. Facilities required. — Various suggestions have been made to us 
about the facilities that should be extended to this class of bankers. Of 
these, those that merit serious consideration are discussed below : — 

(1) Comxdaints have been made that the interests of indigenous- 
bankers are often iirejudiced by the awand of low interest and allowing 
repayments by small instalments made by the civil courts in suits 
instituted for the recovery of loans, and it was suggested that some 
statutory imovisions should be made to prohibit such awards and 
methods of repayment. We cannot agree to this proposal. The low 
rate of interest is awarded presumably by the operations of the IJsuri- 
ous Loans Act and in this respect we do not think that the discretion 
of the court should be fettered in any way. Payment by instalments 
is also ordered only when the court is satisfied that this is "the only way 
by which the debt can be discharged without ruining the debtor. We 
think it would be wrong to interfere with the discretion of courts in 
such cases. 

^2) It has been proposed that the privileges of the Bankers’ Books 
Evidence Act, 1891, should be extended to indigenous bankers. We 
are not prepared to endorse this proposal unless tlie indigenous bankers, 
satisfy the authorities that their books are properly maintained. 

(3) It has been suggested that the provisions of section 59 of the 
Transfer of Property Act regarding equitable mortgages should be 
extended to important trading centres such as Dacca and Naravanganj. 
At present such mortgages are not allowed in any place in Bengal 
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except in the presidency town. In the previous eJiapter we have 
supported this proposal provided the interest of second and subsequent 
mortgagees are safeguarded by the registration of the equitable 
mortgages. 

(4) A loan advanced on the security of immovable property held by 
proprietors who are governed by the Mitakshara law of inheritance can 
be challenged by any minor proprietor after attaining his majority. 
This fact makes an advance on such security a very risky transaction. 
Complaints have been made to us about the operation of this law. 
We fully recognise the difficulty, but as the problem affects other pro- 
vinces much more than Bengal, we think this should he considered 
in. the Central Committee. 

(5) Some firms have suggested that the following facilities should 
be granted: — 

(a) The Imperial Bank should allow cash credits to indigenous 

bankers on joint promissory notes, 

(b) the Imperial Bank should agree to discount or re-discount trade 

hills of all indigenous bankers, 

(c) the stamp duties on hundis should be reduced, 

(d) when the bank rate rises to 5 per cent, emergency currency 

should be issued to relieve the monetary situation. 

We approve of the proposals (a) and (6), but are unable to make 
any recommendation. It rests with the Imperial Bank to extend its 
facilities for the benefit of the indigenous bankers under such condi- 
tions as appear to it to be necessary. The change proposed in (a) is 
desirable for the gi*eater popularisation of the use of hundis and our 
recommendations are made in Chapter XV. As regards item Ul) the 
issue of emergency currency is permitted only when the bank rate 
reaches 6 per cent. We cannot recommend that emergency currency 
should be issued when the bank rate is below 6 per cent., but we 
recommend that emergency currency shoiild be issued to the extent of 
6 erores when the bank rate rises to 0 per cent, and to 6' crores more 
when the bank rate rises to 7 per cent. 

307. Complaints have been made that the higli, rate of interest offered 
hy Government on Treasury Bills and Postal Cash Certificates has the 
effect of diverting^ funds from the indigenous bankers and it has been 
suggested that Government should not enter into any competition with 
them. The rates offered by Government are determined by the state 
of the money market and depends on the rates tendered. 

398. Licensing. — We have received suggestions that an Act should 
be passed compelling all indigenous bankers to register themselves and 
take out a license for doing their business. We have given our anxious 
consideration to this suggestion but we do not think that there is any 
urgent necessity for such a measure, for the amount of deposits taken 
from the public by such bankers in this province is insignificant and 
the relations between them and their clients are such that no legal 
protection of the latter is necessary. But for the purpose of expansion 
and development of their business and for linking them up with the 
organised money market it is essential that their bills should be more 
freely discounted by the Bankers’ bank as well as other banks. To win the 
confidence of these banks as well as of the wider public, we consider it 



to 1)e imperatively necessary tJiat tliey siould be licensed and registered. 
To avoid opposition however the Act may be designed to provide for 
registration on a voluntary basis at first and as an iiidueeinentj provi- 
f,ion may be made in the Act for the bestowal of special privileges to 
licensed indigenous ]>anks such as their recognition as hanks by the 
Hankers' l)aiik in the matter of remittances, discounting of bills, etc., 
.and hv the (jovernment for the purpose of the Bankers’ Books Evidence 
Act. 

391). Fubiioity ©f aocounts. — At present, the indigenous bankers 
observe complete secrecy with regard to their operations and we 
tintieipate a strong opposition to any proposal for conipeliing publicity 
of ilieir accounts. It is extremely difficult to convince tlie.se bankers 
(hat the puhliicity will increase popularity, induce confidence, and help 
the expansion of their business, for we believe that on account of their 
useerecy they are losing a considerable portion of their deposits. They 
are right to view with suspicion any interference with their business 
but puldicity does not mean any interference and we are sanguine tliat 
if the operatiojis of the proposed Act be kept confined to the submission 
of annual audited balance sheets only and if some compensatory bene- 
fits are granted as proposed above, they may submit to it without, any 
serious op])osition. It has been represented that these bankers are 
unable to write up and maintain accounts in an intelligible form and 
ill consequence any measure for compulsory publication of their accounts 
will cause serious hardship. We consider that this apprehension is 
groundless for these bankers are thoroughly conversant with the com- 
plex business processes for which they maintain full accounts though 
in a very simple manner. Still, to disarm opposition we would sug^ 
gest that as in the case of registration, the provision for submission of 
periodical balance sheets should be applicable only to the voluntarily 
Tegistered indigenous bankers. 

400. Methods to secure stability and inspire confidence. — Some of 
the methods by which the indigenous bankers may and should inspire a 
.greater degree of confidence in their operations have already been 
mentioned. They should issue pass-books to their depositors and grant 
receipts in proper form acknowledging repayments either in fuii or in 
part of the loan. Tlie standardisation of some of the credit instruments 
in common use among the indigenous hankers will be essentially 
necessary if the discount facilities are to be largely increased. A 
.statutory provision for some sort of periodical audit and inspection of 
their accounts by approved auditors will also prove helpful towards 
increasing their credit in the estimation of the wider public. 

40L Linking with the general banking system. — ^We think there 
.should be some measure of co-ordinaiion between such bankers and other 
credit institutions as recommended in previous paragraphs. We 
consider that at present there is hardly any relation between them and 
the central money market, and there is no compelling necessity to make 
their hundi rates move in consonance with the bank rate, although as 
a matter of fact their rates often change sympathetically with the bank 
rate. It ha.s been suggested that measures should be concerted to make 
the po.sition of the indigenous bankers approximate more and more to 
that of the London bill brokers. We do not think that such measures 
are feasible until a bill market is developed in the various trade centres. 
We think that the Bankers’ bank should make a systematic attempt to 
foster bill business in the country. 
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CHAPTER XIV. : 

Other indigetious Credit Agencies. 

, MONEY-LENDERS. 

402. Extent. — Besides the indigenotis bankers described in the 
previous chapter and the loan offices dealt with in the next, the only 
other indigenous credit agency consists of the vast multitude of money- 
lenders. They are to be found in every town and in many villages in 
the province, and compromise all classes of people. Co-operative 
societies and loan offices have in recent years been making efforts to 
oust them from the fields of their activity, but our information is that the* 
money-lenders are still flourishing as well as ever in every part of 
Bengal. 

403. Number.— In the census report of 1921 the number of actual 
workers under the heading '"bank managers, money-lenders, exchange 
and insurance agents, money-changers, brokers and their employers” 
was 50,110 against 32,189 found in 1911. We estimate that among 
these, about 10 per cent, are bank managers, indigenous bankers,, 
money-changers, insurance agents and brokers and the rest are 
professional mony -lenders. The incidence of the people included under 
this heading per lakh of the population in the different districts of 
the province is shown in the following table: — 


District. 

Number 
of money- 
lenders 
per lakh 

District, 

Number 
of money-- 
lenders 
per lakh 

Burdwan 

o: popula- 
tion. 

40 

Jalpaiguri 

of popula- 
tion. 

56 

Birbhum 

30 

Darjeeling 

70' 

Bankura 

26 

Rangpur 

82’ 

Midnapiir 

' ' , -27 . 

Bogra 

12. 

Hooghiy 

.. 104 

Pabna 

21 

Howrah 

80 

Malda 

.. 

24-Parganas . . 

60 

Dacca 

.. 280 

Calcutta 

31 

Mymensingh * . 

., . 175 

Nadia 

. . 65 

Faridpur 

. . 150 

Murshidabad . . 

45 

Eakarganj 

99 

Jessore' 

63 

Tippera 

134 

Khulna 

28 

Noakhali 

69 

Rajshahi 

68 

Chittagong 

14 

Binajpur 

60 

Chittagong Hill Tracts 

9 


It will be noticed that in the richer districts of Eastern Bengal the* 
number of money-lenders is greater. It is also remarkable that the rates* 
of interest charged by them are also higher. 

404. ClassifiGation. — The professional money-lenders, i.e., the 
persons whose principal source of income is money-lending, may be 
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divided into two classes, resident and itinerant. The former g*o by 
the generic nimie of maliajan, Mtemlly a great man, i.e,, one possessed 
of nioi'e money tiian his neigiibours. The itiiierant inoiie3"4enders are 
chiefly Pathans from the North-Western.' Frontier: , locally known as 
Kabvdis, Pimjabis or Peshawaris. Besides the professional money- 
lenders tliere are thousands of persons pursuing* other occupations and 
only lending their surplus money as an investment, who may be 
called casual money-lenders. These comprise landlords, employers and 
sardars of labour, shop-keepers, pensioners, widows and professional 
men. 

405. Most of the mahajans are Bengalees, but in recent years a good 
many Maiwnris and residents of other parts of India have taken up 
the profession with conspicuous success. Some of the mahajans are 
rich people and have acquired landed properties and rank among the 
territorial aristroeracw, but the majority both in towns and villages 
are small people owning small capitals, on the income of which they 
manage to maintain themselves and their families. They are chiefly 
Hindus, but in the rural areas some Muhammadans can be found who 
either ignore their religious law^ against taking interest or evade it 
by taking interest in kind. Their number, however, is insignificant. 
The itinerant money-lenders are Muhammadans and have no fixed 
home in Bengal. Most of them, go away to their homes during the 
summer and return to their activities in the winter. 

406 Borrowers. — All classes of people are comprised in the 
clientele of the maliajan. The principal boiTowers of the itinerant 
money-lenders are the employees in mills and mines and labourers. 
They also lend money to the agriculturists and small traders in the 
mufassal. The landlord usually comes to the financial assistance of his 
tenants when in difficulty. A sardar of labourers and employees in 
mills, mines, factories or tea gardens, a durwaii employed in any office 
or a head servant in any gentleman's establishment almost ahvays makes 
advances to the people employed in the concern. Small shop-keepers 
often oblige their customers wuth cash loans. ^ Many agriculturists who 
possess a surplus give loans to their needy neighbours. 

407. Purposes of loan. — Loans are given by the money-lenders for 
any and every purpose. The agriculturist borrows for the cost of his 
euitivation, household expenses and payment of rent, the tradesman 
borrows for the purpose of his business, the landlord borrow^s to pay 
the kists of Grovernment revenue or for purchasing landed property, 
and the professional man or an employee on fixed salary borrows to 
meet expenses for medical treatment and education of children. Ali 
classes of people borrow for social ceremonies, such as marriage or 
siadh. Many debts are incurred for payment of earlier debts and for 
litigation. An artisan has often to borrow to purchase mw materials. 

408. Methods of business and securities. — (a) Mahajans . — lu the 
rural areas the mahajan advances cash as well as paddy. The loan of 
paddy is generally taken for the purpose of maintenance during the 
period between sowing and harvest. Many mahajans, who are also 
engaged in trade, make advances of cash during this season for the 
purpose of securing the produce of the cultivator. This system of dadan 
has been described in chapter VII (paragraph 178). These loans are 
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ordinarily given without ^,ny security; Some loans are granted on 
promissory notes witiiout security, or on the guarantee of a third party. 
Tlie iiiahajan also grants loans on the pledge of Jewellery or other movable 
properties, such as brass utensils. The majority of the loans given to 
owners of house properties or, landed estates are secured by mortgages. 
Tile usual form of mortgage is the simple mortgage, but mortgages by 
t?onditi()nal sale (JcM A‘ofoa?a) and English moidgages are not unknown. 
In Calcutta equitable mortgages made by the deliveiy of the iitle 
deeds of immovable property are quite common. Unless the nialiajan 
has cultivation of his own, he does not accept any usufructuary 
mortgage {Jihai hhalasi). Loans are also granted by mabajaiis on 
hat-eliitas, described in the previous chapter. 

409. (b) Itinerant money4ende7*s advances made hj the 
itineraixt money-lenders used to be very informal and no bonds or 
written acknowledgments were taken, but in recent years some formality 
has crept in, and we have come across books of printed promissory notes 
in English on which the signatures or more often the thumb impressions 
of the borrowers are taken. A specimen of such a promissory note 
is given in Appendix A to this chapter (page 201). Another form of 
loan given by these men, as well as by the sardar class and other petty 
money-lenders when dealing with borrowers in receipt pf weekly wages, 
is the instalment or kist vsystem, by which a loan of Es. 8 is repaid in 
nine 'weeks by an instalment of one rupee every week. The itinerant 
money-lender, as well as the Marwari merchant money-lender, gets the 
borrower to sign a promissory note, stipulating that the loan shall 
te repaid in any of the several districts mentioned in the note, so that if 
.the boirower defaults Jbhe creditor could sue and obtain an nncontested 
decree in a distant place and then execute it at the place where the 
debtor resides. A specimen of such a promissory note is given in 
Appendix B of this chapter. A common business of almost all these 
itinerant money-lenders is to sell warm clothing on credit at a price 
which well covers a usurious rate of interest. These debts are usually 
recovered in the next cold weather. 

410. (e) Casual im^ieydenders. — The methods of the casual money- 
lenders are very similar to those of the professional. When the loans 
are small and given to a well-known neighbour, no security is ordinarily 
demanded. Pledge of ornaments and household utensils are often 
taken. Among |)rofessional men, pleaders are known to make advances 
on mortgage of landed property. 

411. Eepayments of principal and pa^ymeiit of interest are usually 
entered by the money-lenders on the back of the bond, and no separate 
receipt is ever given. When the account is in the form of a hat-chita, 
these items are entered in it. When the loan is completely repaid, the 
bond is returned to the borrower and the hat-cliita account is closed. 
Almost all inahajans insist on the punctual payment of interest, for this 
forros their principal source of income. They seldom press for tlie 
payment of the principal before the expiry of the period of limitation, 
unless the securities are found to be inadequate. 

412. Propurtion of secy red and oosecyred We have tried to 

ascertain from the witnesses the proportion that subsists between 



secured and unsecured loans in different districts, 
obtained is tabulated in the statement below : — 

and the evidence 

Place. . 


Percentage 
of secured 
loans. 

Percentage of 
unsecured 
loans. ; 

Faridpur 


50 

, 50b,.'' 

Birbhiim , , ' . . . , ■. 


90 

; 10' 

Binajpur • . 


. . . 75 

25 

Buitivvan' , . 


80 

' 20 

Khulna.. .. 


50 

50 

Nadia . . ■ . 


20 

80 

Naihati' (24-Parganas ) 


20' 

80 

Pabna 


10 

90 

Kushtia (Nadia) 

.. 

75 

' 25; 

Berliampur 


50 

50 

Kalimpong (Darjeeling) 


25 

75 

Netrokona (Myniensingh) 


25 

75 ' 

Howrah 


90 

10 

Murshidabad 


80 

20 

Rooghly 


20 

80 


These estimates have been made without detailed enquiry, and are 
based only on the personal knowledge of the witnesses. We could 
obtain no material from -which we could make an accurate estimate. 
We are inclined to think that, taking the province as a whole, about 
80 per cent, of the numbers of loans advanced by the money-lenders 
is unsecured and 20 per cent, secured, but the proportion that the value 
of the secured loans bears to that of fhe unsecured loans would be nine 
to ten. 

41'1 Rates of interest. — The rate of interest charged by the money- 
lender varies w'ith the security and the amount of the loan. The 
3‘ate necessarily increases when the security is dubious and is highest 
when it is wanting. Small loans entail more trouble and expense in 
collection than Isag'e loans, and are therefore subject to higher rates of 
interest. The rate also depends on the total amount of capital available 
in the vicinity. If there is no competition, the money-lender can charge 
what he likes, and the borrower has no option but to accept the rate 
offered. In the evidences we have received and the intensive enquiries 
we have made, we have found an extraordinary variety of rates. The 



198 


following table will show that the rates are lower w’^estern and 
central Bengal than in eastern and northern Bengal: — 


Money-lenders’ 
usual rates pre- 
Distriet. valent in the 

districts. 

Per cent, per 
annum. 


Burdwan 

■ • . 24 

to 

175 

Birbhinn 

.. 15 

to 

37i 

Bankura 

. . 15 

to 

25 

Midnapur 

.. 12 

to 

75 

Hooghly 

.. 12 

to 

37| 

Nadia 

m 

to 

75 

Jessore 

.. ISf 

to 

75 

Khulna 

.. 25 

to 

37| 

Murshidabad 

.. 18 

to 

120 

24-Parganas 

.. 15 

to 

150 

Dacca 

12 

to 

192 

Mymensingh 

.. 24 

to 

225 

Bakarganj 

.. 21 

to 

100 


Money-lenders’ 
- usual rates pre- 

Bistrict. valent in the 

districts. 


Faridpur 

Per cent, per 
, .annum, 

15 to ,150 ": 

Chittagong 

.. 15 

to 

75 

Noakhali 

.. 24 

to:.^' 


Tippera 

.. 24 

to 

75 

Kajshahi 

.. 18| 

to 

75 

Pabna 

.. 37| 

to 

300 

Dinajpur 

.. 24 

to 

75 

Rangpur 

.. 374 

to 

66i 

Malda 

.. 10| 

to 

75 

Jaipaiguri 

.. 10 

to 

60 

Darjeeling 

.. 30 

to 

60 

Howrah 

.. 12 

to 

175 


Ill towns where there is plenty of available capital, the rates are 
juuch lower, speciall^^ in the case of secured loans. Loans on mortgages 
of Calcutta house property or ^lemindaries are usually given at 8 to 
12 per cent. Loans on promissory notes taken from the better class of 
money-lenders by respectable clients are at the rate of 9 to 18 per 
cent. Large loans on mortgage of zeniindaries have been given on even 
5^ per cent. Loans to agriculturists, given on the security of their 
holdings, generally bear interest from 18| per cent, to 37| per cent., 
the latter rate being usually the common rate. Loans given without 
any security often bear much higher rates, going up to 300 per cent. 
An agriculturist owner of a holding or a householder living in a 
town can obtain an unsecured loan at 37| per cent., but a labourer 
employed in a factory or a mill cannot g“et accomniodation at less than 
75 to 300 per cent. In Kharagpur in Midnapiir district stall-holders 
in the bazar repay their loans to money-lenders at the rate of one 
pice per rupee every evening for a period of 72 days. This is known 
as cliota sud. Most of the loans bear compound interest, and the 
usual rests are after six or twelve months. In some cases, loans are 
compounded every three months. 
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414. Causes if wsurfi — -We liave receiYed 'a,coiisiderable>voiiptm^ 
evidencej sliowiiig that usury is widely: prevalent- in, 'eveiy district'. in, 
Bengal. This is attrihutable . to various ' causes : — , . ■ 

(1) The principal reason of the high rate is the low credit of the 
borrower. The operatives in niills and mines wdio have no homes or 
other pi*operty at the place where they wwk cannot offer any security, 
and are consequently charged very high rates. In the villages the 
landless labourers are in a similar predicament and can seldom get 
loans, and then only at very high rates. Many cultivators who are 
already indebted are in the same position. The rates in such cases are 
governed by the risk taken by the money-lenders. 

<2) Another cause of the high rate is the absence of financing 
agencies in the locality. There are hundreds of villages where there is 
330 money-lender, and the needy residents have to trudge to the nearest 
village wdth a resident money-lender, who, not being personally 
a(‘quainted with the applicant for the loan, charges a high rate to 
cover the risk, 

<(3) Shortness of capital possessed by the money-lender is another 
cause of usury. On the one hand, there is competition among the 
applicants for loans in such cases, and he who offers the highest rate 
is naturally favoured. On the other hand, the money-lender is 
eoinpelled to eke out his own subsistence from what he can exact from 
ills debtors, and consequently charges the highest rate they can afford 
to pay. 

(4) Even in places where thei*e are othei financing* agencies, such 
as co-operative societies and loan offices, they cannot meet all ihe 
requirements of the borrowers of the locality, and many have to go to 
mahajans even after they are financed to some extent by the former, 
and they are eo33ipelled to agree to the mahajans’ rates, however 
excessive they may he. Some, again, are averse to join a co-operative 
society for fear of publicity and unlimited liability, and the mahajans 
naturally take the utmost advantage of this reluctance. 

(5) Tradition and cuvstom play no small pai*t in perpetuating usury 

in backward The residents of such areas are not aw^are that 

loans could he obtained at a lower rate than what they themselves 
and their ancestors have alw^ays paid to the mahajan, and do not 
consider his rate to be unusual or excessive. 

4irx Two Examples of Usury.— To what length usury can he 
.extended wu'll be seen from the following examples : — 

(a) Mortgage suit Ko. 154 of 1928 in Third Court of the Subordinate 
Judge of Midnapur; Upendra Nath Pahari versus Gadadhar 
Paliari ; interest on a loan of Es. 15 taken in May 1923 and 
secured by a mortgage of conditional sale at 1 anna per 
rupee per month (75 per cent, per annum) compound, with 
quarterly rests, amounted to Es, 9,450-2-10. 

{h) Mortgage suit No. 8 of 1927 in the Second Court of the Munsif 
of Chandpur; Adhar Chandra Shaba rernis Nasarnddin; loan 
of Es. 22 taken on mortgage of agricultural land in June 
1915, on interest at 120 per cent, per annum wdth half- 
yearly rests; total liability Es. 26,00,070 (?) This suit was 
wdecreed on compromise for Es. 431 only. 



416'. Interest m loans jn kind.— Wliea tKe interest- -is levied in 
kind, the rates are much higher. The ordinary rate of interest on' 
paddy loan is 50 per cent., though in some places 25 per cent., and in 
others 100 per cent, is , charged. As these loans are repayable at the next 
harvest, the period is often less than a year, and the rate per annum in 
most eases is nmeh greater. We have been told that the prevailing’; rate 
in the Serajganj subdivision is 300 per cent. Dnring the distress of 
1334 B.S , thousands of agriculturists in the district of Birbhum had 
to take paddy loans in the months of June to September. Paddy was 
then selling at Rs, 4-8 per maund, and they had to execute bonds for 
the value of paddy borrowed at this rate plus 50 per cent, interest 
payable at the next harvest in January in kind or in cash. As paddy 
was selling at the time of. repayment at Bs. 3-4 per maund; the 
cultivators had to part with more than two maiinds for the use of each 
maund for half a year. A witness has stated that ^'there was a good 
harvest in 1335, but after .satisfying the niahajans, the agriculturists 
had no surplus left.” 

417. Period of loan. — Loans on promissory notes and unsecured 
loans generally are not made repayable on any fixed date, but when the 
debtor’s wages are paid weekly, the repayments are expected to be jnade 
on receipt of the wages. Similarly, borrowers on monthly salaries are' 
expected to repay their loans by monthly instalments on receipt of 
their salary. In the case of mortgage by conditional sale or English 
mortgage, the date of repayment is always fixed, and these periods? 
are usually from six j^ears upwards. Simple mortgages are seldom for 
periods exceeding one year. IsTo period is fixed for equitable mortgages.’ 
When movable property is pledged, the period implied is generally 
one year; and when loans are taken by agriculturists, they are expected 
to repay after the sale of their next harvest. As stated above, 
repayment of principal is seldom insisted upon, hut when the period 
of limitation approaches in case of a loan, whether secured or unsecured^ 
pressure is put upon the borrower, and if he is unable to repay, a fresh 
bond for the total amount outstanding as principal and interest is: 
often executed . 

418. Control of money-lenders.— The only law which at present 
controls the operations of the money-lenders is the TJsurious Loans Act 
and sections 16, 19A and 74 of the Indian Contract Act, which we have 
dealt with in chapter XII, where we have already made our 
recommendations for the control of professional money-lenders. Indian 
public opinion does not condemn the usurious rates of interest charged 
by inoney-Ienders, and although by reason of usury or harsh treatment 
an individual money-lender may be disliked in the locality, there is 
seldom any expression of public opinion against his conduct. 

419. Better credit facilities. — The solution of the problem of usury 
in Bengal lies in the establishment of suitable credit agencies like 
co-operative .societies and in adequately increasing the banking 
resources of the country. The loan offices, if managed on proper lines, 
may help a great deal ^ in this respect. The extension of general 
education is also essentially necessai^;^^ if the peoxde are to be taught 
the principles of thrift and self-help and to resist the usurious exactions 
of money-lenders. Co-operative societies can do a great deal both in 
educating people and in affording financial accommodation, and we 
stipngly recommend that efforts should be concentrated in extending 
this movpnent as widely and quickly as is compatible with sound 
organisation. 
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Appendix^ 

Dated 22nd March 1924. 

f)ri deiuaiiil I proinise to paj to HaM Kliaii and Maliammad \er 
Kluiii or order the sum of Es. 22 (twenty-two) easli _ with. 

iutere>.t at the rate of a. 1 p. 6 (one anna and sis pies) per jupee 
per month or per cent, per month for value received hi 

cash. ’ ■ ' h" 

At zillali Calcutta, 24-Pargnnas, Howrah, Alipur, Sealdali, Barasat> 
Seiuunpur, Hooglily, Burdwan, Birbliuin, Piiriilia, (liiidih, Dlianbad,. 
Hanhhum, Hazaribag, Ranaghat, Khulna, Barisal, Kadia, Midnapur, 
Mokama, Kalimati, Magura, Berhampur, Dacca, Murshidabad,, 
Eaiigpur, Cuttack, iJhiibri, Assani, Singhbhum, Allahabad, Lucknow,, 
Bankipur, Patna, Cawnpur, Ranchi, AsansoL 


Appendix B. 

, - — _ — 

On demand I /we jointly and severally promise to pay to Babu. 
Baijiiath Marwari or order either at Asansol, Purulia, Jamalpur,. 
Dhanbad, Jiillunder, Bhagalpur, Begusarai, Gaya, Hooghly, Burdw'an, 
Howrah, or at Calcutta the sum of rupees together witk 

interest thereon at the rate of Rs. As. per cent, per nioiith. 
until realization for value received in . r 
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CHAPTER XIV-A, 



Loan ofRces. 

420. Baulking system depends on environment-— Tii^ banking system 
•of a country is determined by local circnmstaTices, partly economic and 
partly Iiistorical. There may not be any conscious desigm to suit the 
-enviroiiiiient, but ultimately the circumstances mould the constitution. 
A classical example is furnished by the Bank of England which tried to 
maintain a monopoly of joint stock banking by various restiictive 
-measures, but ultimately it becam'e the bankers^ bank aiding* and 
developing the business of all joint stock banks as far as possible. The 
'Special feature of Bengal loan offices is also a reiSLex of certain economic 
and historical facts. What we mean by loan offices has been discussed 
in Chapter III and need not be repeated here. 

421. Factors giving rise to loan offices— (a) Permanent Settlement- 

— The most important factor giving rise to these institutions is the 
Permanent Settlement of 179r3, which made landed property a more 
"valuable form of investment in Bengal than in other parts of India, 
where land revenue is subject to periodical revision. But land revenue 
■fixed in perpetuity in 1793 was inordinately high and was exacted with 
"the utmost rigour. Some of the zamindars saved themselves from ruin 
T)y creating permanent tenures in their estates. This process went on 
'with the subsequent growth of population and the rise of prices. These 
factors reduced the incidence of the land tax and a large class of 
intermediaries arose between the zamindars and the actual raiyat. 
Before the passing of the Bengal Tenancy Act of 1885, the raiyat’a 
"right to his holdings was quite undefined and the lending of money to 
him under such conditions was very risky. It is to finance the 
zamindars and the superior classes of intermediaries like the patnidars 
^and the dar-patnidars and other permanent tenure-holders that the 
necessity was felt for a special class of banking institutions making 
advances on the mortgage of land. This need was met by indigenous 
bankers in early British days, but with their gradual decline, the only 
lending agency was tlie private money-lender, whose rate of interest was 
very high. 

422. (b) Act VII of 1860 , — This state of things continued t.Tl the 
^sixties of the last century when Act VII of 1860 granted the privilege of 
limited liability to joint stock banks in India. It is interesting to note 
that the same piineiple was extended to bank shares in England only 
in 1858, though the liability for notes issued still remained unlimited as 
before. This Act made it possible for joint stock banks with limited 
liability to take up the work hitherto undertaken by private money- 
lenders, 

423. (c) Example of the Land Mortgage Bank of India, Ltdi^ — The 
intelligentsia of Bengal were not slow to take advantage of the 
opportunity. While in other provinces joint stock commercial banks 
were started in the ’sixties and ’seventies, the development in Bengal 
was along the line of land mortgage banking. There was already one 
tsuch institution in the province, viz., the Land Mortgage Bank of India, 
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Jitd.j incorporated in London in 1868^ whicli tErong'h its agency^ in 
C'akaitta, was doing considerable business. Tbis served as an object 
lesson tor Bengali enterprise in tbis direction. 

424. Earliest loan offiOOSa — ^Tbe' first loan office was tbe Faridpur 
Loan Office, Limited, founded in 1865 in the iowii of Faridpur and 
registered on 4tb March 1871.^ Staided by middle class people with 
moderate means, its paid-up capital was quite small and unlike the Land 
Mortgage Bank of India, Ltd., which had floated £1,000,000 of 
debentures in London wnthin three yeai*s of its establishment, the 
Faridpur Loan Office, Ltd,, had to rely mainly on deposits for its working 
funds. It was not possible for a mufassal loan company to raise its 
funds by long-term debentures. The next loan office was the Tippera 
Loan Office, Ltd., registered on 25th March 1871. This was follo^ved by 
the Mymensingh Loan Office, Ltd., started in the town of Jainalpiir in 
1873 and by the Barisal iJoan Office, Ltd., at Barisal during the same 
year. I'heii came the Bogra Loan Offi.ce, Ltd., registered on 5th 
N'ovember 1874, though a small loan association appears to have been 
.started at Bogra as early as 1872. In September 1875, another loan 
■office was registered. This was the Nasirabad Loan Office, Ltd., which 
was started in the town of Mymensingh. Thus within five years, six 
loan companies had been established, one in Faridpur, two in the 
district of Mymensingh, one in Tippera, one in Bogra and one in 
Bakarganj, all of which have been carrying on business up to the 
present time. 

425. Progress till 1900« — During the next twenty years, the rate of 
progress was far from rapid, but it was during this period that the 
movement spread to the districts of Jessore, Dacca, Noakhali, Eangpur, 
Khulna and Jalpaiguri, Of the loan offices registered during this 
period, seventeen are still carrying on business. One reason for such 
slowness of growth was that this was a period of falling prices. But 
two of the “Big Five’’ of the loan offices were started during the 
period. These are the Jalpaiguri Banking and Trading Corporation, 
Ltd., and the Rangpur Ijoan Office, Ltd., registered in 1887 and 1894, 
respectively. 

426. Number of loan offices registered- — -From 1905-06, the growth 
of loan offices has maintained on the whole a steadily upward tendency. 
This was the period of the swadeshi movement, which gave an 
im})etus to the development of banking in the country. The loan offices 
in the mufassal received also a new impulse. Another favourable 
influence at work was the rise of prices which led to an inflation of 
land values and an increase in the demand for advances from loan 
offices. The widespread bank failures in Northern and Western India 
in 1913-14 and the outbreak of the War temporarily checked the growth 
of these institutions. The registrations^ fell from 21 in 1913-14 to 4 in 
1914-15. Throughout the War period, the number of banking 
institutions registered in the province 'was quite small. It was only in 
1919-20 that the total number of registrations reached. 25. It rose to 
45 during the next year. But in 1922-23, it fell again to 27. Since 
then there has been a rapid growth. Tire largest floatation was in 
1928-29 when as inany as 164 loan offices were registered. It appears 
that loan companies formed 51 per cent, of the total registrations of 
companies in Bengal during the year, while trading and manufacturing 
companies constituted 31 per cent, and the remainder only 18 per cent. 
In 1923-24, the corresponding figures were 20, 46 and 34 per cent. 
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427. the- number at work.— Side ' :by :'side with the 

iiiereese in registrations, the number of loan offices and banks at work 
rose rapidly. The total number, at work was only 103 in 1914-15. It 
reached 799 on the 31st of March 1929. Out of these, 17 were companies 
whitdi either do not conform, to our definition of loan offices or 
companies in process of liquidation, although their names were not 
finally removed from the register. If these 17 are excluded, the total 
number of loan offices at work was 782, out of which only 26 were in 
Calcutta and the rest in the mufassal The growth of loan offices in 
Bengal during the last 15 years may be seen from the graphs printed 
below and on the following page, shov-ing the^ number of loan offices, 
registered year by year and the number working at the end of each 
year. The figures have been taken from the Annual lleports of the- 
Registrar of Joint Stock Companies in Bengal and include some com- 
mercial joint stock banks, registered in the province. The nuinber of 
such institutions is so insignificant that the graphs may be taken to 
represent fairly the growth of loan offices. 



428. A loan office outside Bengal in Gooch Behar State. — Outside 

the British territory in Bengal there rs an important loan office in: the 
Cooch Behar State, called the Cooch Behar Bank, OLtd,, which iS' 
guaranteed by the Durbar. The latter undertakes to contribute a 
sum not exceeding Rs. 3,00,000 for meeting the liabilities of the bank 
in the event of its being wound up and in consideration of this has 
been given predominant control in its management. According to its. 
balance sheet for the year ending 31st December 1928, it had a paid- 
up capital of Rs. 78,580, a reserve fund of-Rs. 26,000 and deposits 
aggregating Rs. 2,00,683. The bank opens current account and 
discounts bills, but it has made considerable advances against mortgage*. 



429. roistribytiari of IM’fi 'iiffloes W loan 

offires in Bengal are no means nnifornily distributed oyer the whole 
pro\in('e. Tim largest 'number is to be- found in Eastern and Fortliern 
Bengal, while in Western Bengal, specially in tlie Burdwan Division, 
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the number is very limited. As the different districts vary in size, the 
mere number of loan offices does not show their density. The table on 
the next page show^s (1) the number of loan offices and (2) the number 
of loan offices per 1,000 square miles in each district. 

430. It appears from the table that the largest number of loan 
offices is in Mjunensingh, which is the biggest district in Bengal, but 
the number of loan offices per 1,000- square miles is the highest in 
Bogra, one of the smallest districts. rText conies Mymensingh, while 
Rangpur- is an easy third- - 
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Name of district. 

Area of the 
district in 
square miles. 

Total 
number of 
loan offices 
in the 
district. 

;'Number.. of 
loan offices 
in the 
district per 
1,000 square*, 
miles. 

BuEDWAif Division. 




1 Burdwan 

2,703 



2 Btrblmm 

1,753 

1 

•6. 

3 Bankura . . 

2.625 

• • . * 


4 Midnapore . . 

5,055 

2 


5 Hooghly . . 

1,188 

1 

•8 

6 Howrah .. . . 

530 

2 

3-8. 

Presidency Division (excluding 

CALCUTTA). 




7 24-Parganas . . . . 

4,856 

2 


8 Nadia .. .. 

2,778 

6 

2-2 

9 Murshidabad .. . , 

2,121 

6 

2-S 

10 Jessore . . . . 

2,904 

16 * 

5 -S' 

11 Khulna 

4,730 

14 

3-2- 

Dacca Division. 




12 Dacca 

2,723 

32 

11 -T 

13 M3rmensingh 

6,238 

251 

40-2 

14 Faxidpur , . . . 

2,371 

42 

'17-7 

15 Bakarganj 

3,490 

17 

4-6. 

Chittagong Division. 




16 Chittagong . . . . 1 

2,497 

9 

3-6 

17 Noakhali . . . . 

1,515 

15' : : 

9-6 

18 Tippera . . . . 

2,560 

47 ■ , 

18-4 

Bajshahi Division. 


1 


19 Rajshahi .. .. 

2,620 

1 35 

13-0' 

20 Pabna . . . . 

1,678 

40 

::: :: 

21 Bogra . . . . 

1,379 

i 73 ■ 

52 -g. 

22 Rangpur .. 

3,496 

105 

30-1 

23 Dinajpur 

3,946 

20 

5-1 

24 Jalpaiguri . . , . 

2,931 

: 15 

5-1 

25 Darjeeling 

1,164 

2 

1-T 


1,833 

; 3 

a: . .:. .1-1 . 
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431. Causes ©f lifieqiial distribllti0ii«- — One reason of the congestion^, 
of loan offi{‘es in certain districts and tlieir scarcity in others is that: 
round one snceessfni loan office a number of new companies has arisen.. 
This explains the large number of loan offices clustering around the- 
Bogra I;oan Office and the Eangpur Loan Office. Even in contiguous 
districts like Mymensingli and Dacca under more or less similar economic- 
conditions one important factor at woi-k has been the number and. 
efficiency of indigenous bankers and money-lenders. It appears from 
the evidence before our Committee that outside Calcutta, Chittagong* 
and Dacca are the only towns in Bengal where indigenous banking is. 
still quite strong. According to the census of 1921, the total number of * 
bank managers, money-lenders, etc., was 7,574 in the district of’ 
Myniensingh, i.e., 121 per 1,000 square miles, whereas in the district of' 
Dacca, the total number was 88,366, i.e., 324 per 1,000 square miles.. 
The above figures include the number of managers and other employees- 
of loan offi(‘es. But most of the present loan offices in Bengal were- 
started after 1920. We are therefore justified in assuming that the^ 
census figures refer mainly to indigenous bankers and money-lenders.. 
The greater density of loan offices in the district of Mymensingli as. 
compared with that of Dacca is thus due not only to the more successful., 
working of well-established loan offices in the former but also to the- 
comparative paucity of money-lenders there. This scarcity of money-- 
lenders is, however, in some cases due to the increased competition of 
loan offices. We have come across one instance in which a private money- 
lending firm has converted itself into a private limited loan company.. 
There have also been cases where private money-lenders have organised 
public limited loan companies. But the geographical distribution of ’ 
loan offices cannot always be explained by the number of indigenous, 
bankers and money-lenders at work in different districts. In the district; 
of Birbhum in Western Bengal, the number of money-lenders and. 
indigenous bankers per 1,000 square miles was 146 in 1921, but there" 
was only one loan office at the time. The truth is that the demand for ' 
loans and the number of money-lending institutions in predominantly 
agricultural districts depend mainly on the productivity of land. In 
Eastern and Northern Bengal where land is more fertile, there is- 
greater demand for loans and consequently greater room for loan 
offices than in Western Bengal wffiere land is less productive. 

432. Importance of loan offices to be judged from their working. 

fiindS^ — One peculiarity of. the loan offices in Bengal is that their 
paid-up capital is generally very small. Out of 782 loan offices, only 3 
have a paid-up capital of Es. 1,00,000 and 5 paid-up capital exceeding 
that sum, but the older institutions have attracted reasonable deposits. 
To form a correct idea of the importance of these institutions in the 
economic life of Bengal, we should consider their working fund (i.e., 
paid-up cax^ital plus reserve fund plus deposits) rather than their paid-up . 
capital only. 

433. Glassification according to working funds. — Following the 
cdassification adopted by the Bengal Bankers’ Federation, the loan offices 
in this province may be divided into the following classes: — 

Class 1. — Whose working fund exceeds Es. 25 lakhs. 

Class II. — Whose working fund exceeds Es. 10 lakhs, but does not. 

exceed Es., 25 lakhs. , , 



Class lll» — Wliose working fund exceeds Es, 5 iaklis, but does not 
exceed Es. 10., laklis. ,, 

Class iVa — Whose working fund exceeds Ee. 1 lakh, but does not 
exceed Es. 5 lakhs. 

Class V. — Whose working fund exceeds Es. 50,000, but does not 
exceed Ee. 1 lakh. 

Class VI. — Whose working fund exceeds Es. 25,000, but does not 
exceed Es. 50,000. 

Class VII. — ^Whose working fund does not exceed Es. 25,000. 

434. The list of loan offices belonging tq these classes for which 
information was available, is given in Appendix VII. Out of 782 loan 
offi(‘es, as many as 400 were started after 1^25-26. These new companies 
belong mostly to Classes VI and VII. For 77 companies of Class VI 
and 122 of Class VII, detailed information as to paid-up capital, reserve 
fund, deposit, etc., was available. For most of the companies established 
before 1925-26, the Committee had similar information. The details 
‘Collected which have been given in Appendix VII, have been 
sumniaiised in the table shown on the following page. 

435. Total working fund of loan offioes. — It' may be noted here that 
most of the figures in the table refer to the year 1928-29, but with regard 
to a few companies, the latest balance sheet was not available in 
the office of the Registrar of Joint Stock Companies and earlier 
balance sheets had to be used. But the figures of practically all the 
older loan offices have been entered in the table, which thus fairly 
represents the present financial condition of these institutions. If we 
assume that the 400 new loan offices were distributed between Class VI 
and Class VII in the same proportion as the companies for which 
returns are available, 150 belon'ged to Class VI and 250 to Class VIT. 
Including these, the total working fund of loan offices in Bengal 
amounts to something like 9 crores of rupees. 

436. Analysis of the table. — Certain interesting facts are quite 
patent from this table. The loan offices in general have not attracted 
deposits out of all proportion to their paid-up capital and reserve fund. 
The majority of deposits in all classes of loan offices is short (i.e., 
repayable at short notice, not exceeding one month) and intermediate 

repayable within two years). There is hardly any distinction in 
pra(di(*e between deposits which are repayable without any previous 
notice after a fixed period and deposits which are repayable only after 
j.)reYioiis notice for the stipulated period. For, the tendency among the 
depositoi’s in loan offices nowadays is to submit a notice of withdi*awal 
at the tinie when intermediate and long-term (i.e., repayable within two 
years or after two years) deposits are first made. Whatever may 
be said of the nature of the deposits, the total amount does 
not appear to be unduly large in proportion to paid-up capital flm 
reserve fund. But the percentage of reserve fund to paid-up capital is 
very low in the case of loan offices of Classes V, VI and VII, most of 
which companies are of quite recent origin. The paid-up capital of the 
last two classes is also very small. In fact, the loan offices in Bengal 
do not form a homogeneoiis body. The functions and problems of 
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loan ofiices in Calcutta are difierent in many ways from those in the 
imifassal. This has already been mentioned in Chapter III. Even 
with regard to the mnfassal loan ofEces, the problems and functions of 
institutions belonging to classes I, II and III, which are generally 
older, are not the same as those of the other classes, which are 
comparatively new. 

437. Descrlptien of three chief loan offices*— Among the older 
institutions, the Jalpaignri Banking and Trading Corporation, Ltd,, 
.does not ordinarily advance money against zaniindaries, or against 
holdings of raiyafcs. Its main business is to make advances on the 
mortgage of tea gardens and on the hypothecation of the annual tea, 
crop. It has a current account on which it pays interest at 3 per cent. ; 
also, six months’, one year’s and two years’ deposits, on which the rates 
of interest are 41 per cent., per cent, and 7 per c'ent., respectively. 
It has trading department in which stores reqnired in tea-estates are 
mainly the articles dealt with. The Rangpur Loan Office, Ltd., on 
the other hand advances money principally to zamindars and to the 
occupancy tenants of its own zamindary valued at Es. 3,70,179, 
according to its latest balance sheet. The rate of interest charged by 
it on secured loans varies from 9 per cent, to 12 per cent, per annum. 
It has no current account. The maximum period for which it attracts 
deposits is one year and the rate of interest on such deposits is 6 per 
cent, per annum. It has succeeded in attracting deposits to the extent 
of Its. 24^ lakhs, against its paid-up capital and reserve fund of Rs. 3| 
lakhs. A^nother old loan oflfice standing at the top of Class II, is the 
Bogra Loan Office, Ltd. It has attracted deposits for Es. 2L39,422 
against its paidmp capital phis reserve fund of Rs. 99,176. It advances 
money not only to zamindars and tenure-holders hut also to actual 
cultivators. The amount of its advances to traders is quite small. It 
has recently opened current accounts carrying an interest of 2 per cent, 
per an.num. The longest j)eriod for which deposits are attracted is five 
years, on which it pays 7| per cent. Besides this, it has recently 
started endowment sell ernes under which any pei'son on a monthly 
payment of Rs. 10 will receive .Rs, 1,800 at the end of ten years and 
lls. 2,500 at the end of fifteen years. It purchases and sells Govern me.iit 
secuirities on behalf of its ciivstoniers and deals in bullion. But its 
busiiiess in these lines is very limited. These three are the most 
successful among the mufassal loan offices. 

^ 438. Nature of business of oid loan offices.— The remaining loan 
offices of several years’ standing do not need any detailed description. 
In the case of the majority of such institutions, tlie main business is to 
lend money not only to zaanindars but to actual cultivators also. They 
j-arely finance trade or^ industry. Only a- few finance some tea gardens 
for their block expenditure as well as their current expenses. No loan 
office has as yet issued debentures. In addition to their share capital, 
funds are raised by deposits only, both for short and long periods’ 
The general rates of interest vary from 4 per cent, for short deposits 
to 8 per cent, for seven years’ deposits. It has been reported that ten 
years is the longest period for which deposits are taken. But such 
deposits are veiy rare. TJsually the highest period is five years. The 
loans are given not only against mortgage and pledge of ornaments but 
also against personal security. The instruments against which such 
advanccvs are made in a loan office in Mymensingh are printed in 
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Appendix XI. T'he following* regulations are prescribed for tbe issue 
of loans in one of the oldest loan offices : — 

Up to an amount nov 
exceeding the following 

Against the security of — percentage of the 

value of the security* 

(1) Immovable property (valued at not more than 15 times its 

annual income) .. . . . . .. 

(2) Gold, Silver, and Tewellery • • 

pp Deposi^ts with the Company • • 

(4) Government Promissory Note 

(5) Shares of the loan company . . 

4d9. Tiic rates of interest cliarged generally vary from 12 to 18 per 
cent, in the <‘ase of secured loans. On unsecured loans tlie rate is 
naturally iiigher. The rate of interest depends also on the amount of 
tl).e IciiTis ; tlie lower the amount, the higher the rate. On the whole, 
they follow a cautious policy about investments. It is true that the 
investments are not liquid, but bad investments iiave been few, and a 
failure among* inufassal loan offices till the end of the War was 
surprisingly small. While if must he admitted that practising law^yers, 
wlio generally manage such institutions, are not expe<*te(l to have any 
special knowledge of banking, they possess detailed knowledge about the 
financial position of the local borrowers. This has been the secret of 
the success of well-established loan offices, many of which pay very 
high rates of dividend on their shares as will appear from, the table in 
Appendix VII. 

440. Undesirable features of new loan companies. — But tht‘ newer 
loan offices started after the War do not generally follow the cautious 
policy of the older ones, of advancing cliiefiy secuired loans. Owdng to 
the increased competition among these institutions, the greater 
proportion of loans is now against personal security. There Lave been 
cases in which the saine person has borrowed from as many as three 
neighbouring loan ofliees and that merely against personal security. 
There is also actual touting for deposits on which very high interests 
arc being offered, as will appear from the following table: — 
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25 to 33-1- 
85 
80 
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Interest per cent, per annum allowed on deposits. 


Xame of loan office. 

District. 

5,2 

O g 

CS ° 
o 

i 

A 

m 

■ ^ ■■■ 

1 

CD 

CD ■ 

B . 

Six months. 1 

One year. 1 

aJ 

i 

, >» 

■■■ m 

CD 

, .H 

. 

p 

(33 
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. . 'pq ' ■ 

Others. 

Gossaibari Btahajan Bank, 
Lt i. 

Bogra 

1926 i 

3 

4^ 

6 

9 

lot 

111 


12 

3 to 15- 

Narurdi Banking and 
Trading Co., Ltd. 

Myrnen- 

1926 

J 



n 

12 



Gopaijnir Bank, Ijtd. 

siiigh. 

Do, 

1927 

to "i 

It 

41 


i ■ 


9 


9| to 

101 to 

12 to 

Pallhnangal Bank, Ltd. 

Tippera 

1926 




9 

10 io 

15 to 

lOt 

12 

15 to 

13t 

71' 

Brahma iibaria Xainala 

Bank, Ltd. 


1926 




G3 

12 

71 

16 

9 


16 

lOt to 

Knndabari Keserve 

Mymen- 

192S 

to 3 



9 

H 


12 

12 

12 to 24 

Bank, Ltd. i 

singh. 
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441. We have been informed that some new loan offices in the 
districts of Tippera and Myrnensingh have been accepting deposits this 
year at 15 per cent, per annum. A. few months ago the authorities of 
a newly started loan office in the district of Myinensiiigh were anxious to 
have a deposit of Rs. 10,000 at 24 per cent, per annum. When such 
high rates of inteiest are being paid on deposits, it is no wonder that 
money is being lent by them at still higher rates among the more 
involved cultivators, who cannot obtain loans from older institutions on 
more favourable terms. The usual rates for loans of some of the newer 
loan offices are quoted below: — 


interest per cent, per annum charged on loans. 


Name of loan office. 

Against 

mortgage. 

On simple 
bond. 

Gossaibari Mahajan Bank, Ltd, 

24to28J 

28Jto37i 

Narundi Banking and Trading Co., Ltd. 

39f to 66J 

32i to 87 

Gopalpur Bank, Ltd. . . . . , . i 

18i to 37i 

18| to 37| 

Pallimangal Bank, Ltd. 

12 to 16 

15 to 30 

Brahmanbaria Kamala Bank, Ltd. . • 

15 to 48 

12 to 48. 

Kundabari Reserve Bank, Ltd. . . . . ! 

33 

21 to 112 


442. Future clanger. — There is a wide misgiving that these loan 
offices will be the first to suiter in times of agricultural distress, when 
the majority of their borrowers will be unable to pay the interest, not to 
speak of the principal. Some of the loan offices in the Brahmanbaria 
subdivision are already experiencing this difficulty after the floods of 
last year. Moreover, most of the loan offices of Classes VI and YII 
have no reserve fund worth the name. The average reserve fund 
for 77 loan offices of Class VI is 14 per cent, and for 122 loan offices 
of Class VII it is 5 per cent, of their paid-up capital. The average 
working fund of loan offices of Class VII is Rs. 13,799 only. The 
failure of an investment of a few thousands of rupees may compel such 
a company to close its doors. 

443. Rapid growth of too many small banks needs regulation. — 

Such failure will affect the credit not only of the new companies, but 
also of the old ones. Its immediate eft*ect will be loss to depositors and a 
set-back in the development of all class of credit organisation in the 
province. Too many small loan offices and their rapid growth therefore 
need regulation. Even a champion of laissez-faire policy like Adam 
Smith advocated, the regulation of small hanks on the ground that the 
liberty of the few, in their case, endangered the liberty of the many. 
Though the small loan hanks in Bengal started recently, have no power 
of issuing notes like the English banks, Adam Smith’s argument for 
State regulation is quite applicable to the former. 
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444. Recent failures of loan offices. — It is true that there has not 
yet heel* any iviflespread failure among loan offices. But at least It 
iiiutassal loan offices, 7 of rvhich wei'e started after the War, went into 
liquidation during the period 1914-28. The list printed is not a big 
one, hut it shows that the danger is ahead. 


No. 

Date of 
registration. 

Name of company. 

District. 

, Bate of 
liquidation. 

1 

29-8-1911 

Moslem Sahajya Samity,Ltd. 

Chittagong 

6-5-1914. 

2 

16-9-1912 

Daulatpur Paraspar Saliajya 
Bliaiider, Ltd. 

Noakhali 

25-2-1915. 


14-8-1914 

Friends’ Provident and 

Banking Co., Ltd. 

Bakarganj 

15-4-1918. 

4 

25-0-1913 

Medini Bandhab Provident 
and Banking Co., Ltd. 

Midnapore 

17-12-1918. 

, 5 

7-10-1912 

Hindusthan Provident and 
Banking Co., Ltd. 

Chittagong 

14-3-1919. 

6 

21-3-1918 

Kuliadahir Loan Co., Ltd. . . 

Khulna 

16-8-1920. 

■ 1 

8-7-1922 

Faridabad Loan and Agricul- 
1 tnral Corporation, Ltd. 

Dacca 

22-10-1922. 


11-8-1920 

Bhanga Commercial Bank, 
Ltd. 

Faridpur 

24-3-1923. 

9 

31-3-1922 

Federation Bank. , Ltd. 

, E-ajshalii 

7-8-1923. 

10 

26-5-1920 

Dursuna Banking and 

Trading Co., Ltd. 

Nadia 

28-3-1924. 

11 

10-1-1917 

Gumustapur Krishi Bank, 
Ltd. 

Malda , . 

20-4-1924. 

12 

9-6-1922 

Bagerhat Commercial Bank, 
Ltd. 

Khulna 

21-7-1925. 

13 

23-5-1013 

Kushthia Union Baiik, Ltd. 

Nadia 

23-8-1925. 

14 

22-10-1918 

Bakarganj Loan Co., Ltd. . . 

Bakarganj 

30-7-1926. 

15 

22-1-1920 

Mutual Loan Fund . . 

Chittagong 

8-3-1928. 

10 

12-11-1917 

Damiikdia Bharamara Bank, 
Ltd. 

Nadia 

19-12-1928. 

17 

28-6-1922 

Bengal Loan and Trading 
Corporation, Ltd. 

Khulna 

19-12-1928. 


214 


446 Amalgamation the . true rem^y.— Wliat is the reiuedy? The 
obvious remedy so far as the existing institiitioiis are concerned, is. that 
they should amalganiate, so that instead of numeroiLs small institutions 
in the vsame area with ridiculonsly small capital and unhealthy conipeti- 
tion among them, there would be a, few bigger institutions with larger 
resources and more economical management. But unless they do so 
voluntarily (of which there seems to be very little hope) it is difficult 
to suggest any practical means of eompelling them to do so. 

446. Minimum paid-up capital and subscribed capital for new com- 
panies* — To guard against the floatation of very small loan companies, 
we recommend a minimum subscribed capital of Bs. 50,000 and a 
minimum paid-up capital of Rs. 25,000 for S3iiali banks and loan offices 
to be started in fixture; W regard to existing loan companies 
having a lower paid-up capital, w^e reconimend legislation on the lines 
of section 4 of Indian Life Assurance Companies Act (VI of 1912), 
requiring a deposit in securities with Government so as to make their 
existing paid-up capital plus Government deposit equal to Rs. 25,000. 
One effect of this will he that small loan offices in the same area which 
can neither raise their share capital m)r furnish Government deposit, 
will have to amalgamate. But those who wish to carry on their business 
with their scanty share capital will make a deposit of securities with 
the Government, to safeguard the interests of their depositors. 

447. Disproportionate authorised capital. — Another defect 
noticeable in the floatation of several new loan offices, from which most 
of older loan companies are free, is that the authorised capital is too 
large in proportion to the subscribed capital. 


No. 

Date of 1 
registration. 

Kame of company. 

Authorised. 

Sub- 

scribed. 

Paid up 
capital. 

1 

8-3-1926 

Paliimangal Bank, Ltd. 

Rs. ; 

2,50,000 

Es. 

25,000 

Rs. 

10,000 

2 

11-3-1926 

Shyamganj Bank, Ltd. 

1,00,000 ' 

7.210 

3,605 

3 

14-5-1926 

Jalpaiguri National Bank, 

1,00,000 

7,210 

3,606 

4 

28-9-1926 

Ltd. 

1 Jamalpur Bank, Ltd. . . 

1,00,000 1 

10,000 

5,000 

^ r 

15-12-1926 

Tripura Popular Bank, 

1,00,000 ' 

6,010 

5,940 

6 

4-2-1927 

Ltd. 

Comilla Model Bank, Ltd. 

, ! 

1,00,000 

13,300 

4,160 

7 

11-3-1927 

Kalikatcha Chakshar 

20,000 

1,630 

1,630 

8 

14-3-1927 

Moslem Bank, Ltd. 
Tulshighat Bank, Ltd. 

1,00,000 

■ , ■ '■ : "J 

12,810 1 

2,690 

9 

21-5-1927 

Rangpur Commercial 

1,00,000 , 

20,500 

2,005 

10 

4-7-1927 

Bank, Ltd. 

Dayamayee Industry 

1,00,000 

8,950 

2,925 

11 

23-1-1928 

and Bank, Ltd. j 

Brahmanbaria Bankers | 

7,00,000 

21,000 

8,537 

12 

23-3-1928 

Union, Ltd. 

Kundabari Reserve, 

50,000 

1,590 

1,590 



Bank, Ltd. 
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448. It is clifSeult for ordinary depositors of thes6>^ institutions in 
tlie nuifassal to realise the distinction between aiitliorised, subscribed 
and paid-up caipitaL A hug*e authorised capital may attract unwary 
depositors. To guard against tliis; no bank or loan company should 
he registeied in future with authorised capital exceeding four times 
its subscribed capital. 

449. Advance against Banks* own share. — It is ^ the general practice 

auiong loan offices to advance money against their own shares. One 
loan whose regulaiions have been quoted, considers its own shares 

as lietfer security than Government paper. But modern hanking 
practice is that no bank should advance money against its own shares. 
Such advance really means reduction of the banks^ share capital. 
Moreover when a bank is in difficulty, the value of its shares would 
fall ami tlierefore the value of the assets in the forms of shares would 
be reducetl. To safeguard the interest of the depositors, we recommend 
tliat no loan office should be allowed in future to make advances of 
moiiey against its own shares. 

450. Representation of depositors on the Board of Directors not 

desirable. — Some witnesses have advocated representation on the Board of 
Directors of the depositors in loan offices to safeguard their interest. 
This is contj'ary to all banking practice. It is true that in the Barisai 
lioan Office, T out of 9 directors represent depositors. The alleged 
defalcation of funds by one of its officers against whom a suit is pending 
in the courts shook the confidence of the depositors who were 
accordingly given representation. It is thus an exceptional case. Our 
chief objection is that the unity of management will be lost, if the 
conHicti])g interests of shareholders and depositors are represented on 
the Directorate. TYe cannot therefore accept this suggestion. 

451. Should there be a mmimuin ratio between deposit and paid-up 
capital plus reserve? — Another suggestion made by many witnesses is 
that there should be a minimum ratio between paid-up capital plus 
reserve fund and the total deposits. It appears from the figures of the 
existing loan companies that the average ratio is 1 ; 10 *5 in the case 
of Class I and in Class VII, it is 1: 1;1. Legislative interference on 
this ])oint is therefore unnecessary. 

452. Allocation of profits. — Complaints have been made by many 
witnesses that profits are divided up to the hilt, and a very small 
percentage is kept as a reserve. Some have suggested that a limit 
■should be placed on the rate of dividend till the reserve fund equals 
the paid-up^ capital. There is no question that an adequate reserve 
fund is desirable in the interest of depositors and shareholders alike. 
We think that there should be a vstatutory provision for placing at 
least 25 j)er cent, of the profits to the reserve fund till it equals the 
paid-up share capital. 

453. Postal facilities for investment of reserve fund. — Many 
witnesses seem to have an idea that a larger reserve necessarily affords 
greater security to the depositors. Blit this is by no means the ease. 
The entire reserve fund of the Alliance Bank of Simla, Ltd., which 
exceeded its share capital, was lost by a single bad investment. The 
more niaterial safeguard therefore is the manner in which the reserve 
fund is held. Many witnesses holding responsible positions in loan 
offices have recommended that the reserve fund must be invested in 



216 


trustee securities. But some witnesses have rightly pointed out the 
ditSeulty of purchasing and selling such securities in the iniifassal. 
They recommend fhat for investing their reserve funds loan offices in 
the mufassal should he allowed to open Post Office Savings Bank 
Accounts under rule 42 for Savings Bank Public Accounts and should 
have the same, facilities with regard to withdrawals as the Co-operative 
Societies, i.e., they may withdraw sums up to Es. 3,000 from theiT 
accounts on three days’ notice af all post offices situated at district 
headquarters, where there is also a telegraph office and sums up to 
Rs. 3,000 on ten days’ notice from all other post offices. We recommend 
this proposal. One witness has suggested that the present limit of postal 
cash certificates in the case of loan offices outside Calcutta, should he 
raised to Rs. 50,000 and that interest on such certificates should l)e 
allowed even within a year of the purchase, at least at the rate of 
interest for Savings Bank deposit. This will require greater provision 
of funds for their redemption with the result that they will have to he 
issued at a higher price. Our recommendation is that the maximum 
liolduia* of postal casli certificates in the cavse of mufassal loan offices 
should be raised to Rs. 20,000, but no change he made with regard to 
accrual of interest on such certificates. 

454. Investment of reserve fund in Government securities. — If 

these two recommendations for affording better facilities through postal 
Savings Banks and cash certificates are given effect to by the 
Government, small loan offices in the mufassal will find easily realisable 
securities whose values do not depreciate, for the inve>stment of their 
leserve funds. But the present difficulties of big loan offices for the 
investment of their reserve funds in Government securities in the 
absence of any local market will continue as before. It has been 
represented to our Committee that this difficulty is enhanced, as loans 
are not obtainable against vsuch securities from the branches of the 
Imperial Bank of India, when necessary. A reference was made on this 
point to the Secretary and Treasurer of the Imperial Bank in Calcutta 
and his re'plj is quoted below : — 

‘‘As long as the borrowing powers of the loan offices and joint stock 
banks are clearly defined in the Memorandum and Articles of Associa» 
tion and the local Managers have power to pledge the securities and 
the Government Securities tendered as security are in order, there 
should he no difficulty in obtaining advances from the Imperial Bank 
of India and the Bank welcomes such business.” 

455. The allegation that the Imperial Bank of India in its branches 
advances only a small percentage of the market value of Government 
securities doevS not appear to he correct. We have been informed by 
the Secretary and Treasurer that ‘^The hank usually advances up to 95 
per cent, of the market value of such securities should prices however 
be fluctuating, this margin of 5 per cent, may he increased, but it 
never exceeds 10 per cent, of the market value.” It is true that the 
Imperial Bank of India have only a few branches in Bengal, hut loan 
offices may keep their investments in Government securities with the 
Calcutta office of the Imperial Bank of India for safe custody or for 
hypothecation, the necessary arrangements for advances being fixed up 
beforehand. When the suggested and existing facilities are fully 
availed of, the position will be considerably improved. Even now, the 



217 


older and tlie bigger bank? nave invested a fair proportion of tbe funds 
ill Governiiient seciirities/ as will appear froiii tlit^ table below. 


Class I 
•Class n 
Class III 
Class IV 


Percentage ratio of 

Percentage ratio of 

reserve fund 

investment in Govern- 

to paid-up 

ment securities to 

capital. 

paid-up capitaL 

424 

274 

74 

50 

87 

15 

44 ■ 

9 


456. It is true that tlie remaining' groups have smaller percentage 
ratio, but tlieir deposits are also small. In view of this, no special 
lecommendation seems to be called for. 


457. Loan offices: to confine themselves to banking bysiness.— It lias ' 
been suggested by some witnesses tliat no loan office should be allowed to 
carry on any business other than hanking. Not only can losses in the 
subsidiary business swamp the banking , profit, but there are other 
equally fatal objections. But although the suggested separation is 
theoi'etically sound, it is not at present practically feasible to enforce. 
Apart from the difficulty of satisfactorily defining the term ‘'banking 
business’’ all types of business cannot be treated alike. For instance, 
a distinction must be made between the management of landed property 
and that of a shop or a motor service. In the former case, loan oifices 
which advance monej^ on the security of such pi'operty may have to 
purchase it themselves in satisfaction of their debt. For although it 
may yield a fair return on the capital, a forced sale w’ould cause loss 
of funds to the banks. The purchase of landed property as an invest- 
ment and not in satisfaction of the bank’s debt is rare. Our information 
is that the majority of loan offices consider the management of landed 
property troublesome and try to dispose of such property at the earliest 
oppoilimity. The zamindary business of loan offices does not at the 
present stage call for sj^ecial restriction. With regard to other subsi- 
diary businesses also, restriction cannot obviously be applied against 
banks already in existence. But thej^ should be required to draw- 
separate balance sheets and profit and loss accounts for banking and 
subsidiary businesses. With regard to new companies, the Memo- 
ramhim of Association should be closely scrutinised and registration 
refused for jjreventing the evil. On the other hand, all such institu- 
tions, wffieihor new or old, wdiether calling themselves hanks or loan 
companies, shoiilcl be regarded as banks, entitling them to all the 
privileges and restrictions of hanks. 

458. Is commerciaf banking possible in the mufassal? — Some 
witnesses have gone so far as to suggest that loan offices should not only 
be restricted to banking, but that they should be required to do 
commercial banking' alone. Briefly their argument is this. The bulk 
of the deposits of most loan offices is either short or intermediate. Even 
in the case of long-term deposits there is a pernicious custom, almost 
amoimting to a right, of demanding loans against sneh deposits. Thus 
the liabilities are mostly short. But the loans granted are generally for 
long terms. It has therefore been suggested that the loan offices should 
be required either to secure real long-term funds oii an adecpiate scale 
or to advance not more than a small proportion, say 20 per cent, of their 
total deposits against land mortgages, or on personal security wfith such 
mortgages as collateral security. While there is no question that the 
financial position would be" very much, improved with more abundant 
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loBg-term deposits, it is difficult to prescribe a particular line of business 
for alL Eveii if it is conceded that commercial banking will at present 
be of greater benefit to mufassal finance than land mortgage banking, 
the necessary conditions for the successful working of commercial banks 
are wanting. It is an admitted fact that with their present personnel, 
both depositors and shareholders consider commercial banking more 
risky than land mortgage banking which is now carried on with the 
assikance of directors, who are fxdly posted about the value of the 
properties of the borrowers as their lawyers. Apart from this, com- 
mercial hanking is impossible in the absence of warehouses, insurances 
and commercial instruments and practices generally on the part of 
mnfassal traders. Where conditions are more favourable, the loan offices 
are gradually giving up mortgage banking on their own initiative, and 
training up their staff in approved commercial hanking methods, as is 
evident in the case of some institutions in Calcutta. The pace of this 
transformation cannot he forced by any State regulation. This can 
be done only by bringing the present informal business methods into 
line with modern, practices. 

459. Prescribed cash percentage. — A suggestion hinging on the 
advocacy of commercial banking is a prescribed inininmm pei’centage 
of the cash in hand and with bankers to the total liabilities. 
Paradoxically enough, such regulation defeats its own purpose. The 
effect has been described by a competent authority in the following 
words : — ‘^The only control is the control of law, which means on the one 
hand that the banker is inclined to do the minimum that is required of 
him, and on the other hand that the public is apt to regard all banks 
that conform to legal requirements as sound banks. It may be 
recalled in this connection that some years ago the bank which showed 
the highest proportion of cash to liabilities was Parrow^s Bank, which 
failed badly just afterwards. The obvious fact should not be overlooked 
that cash is not the only provision that has to be made against demands 
of depositors. The adequacy of cash is meaningless without adequacy 
of easily realisable investments such as Grovernment securities. 

460. State audit. — The same considerations hold good for State 
audit as well. A false sense of security will be engendered in the minds 
of depositors. Hie fact that an institution has complied with 
Government regulations will be widely advertised specially by doubtful 
concerns. The failure of such institutions when they are lepresented 
to be strictly controlled by Government will create a far greater lack 
of confidence among the general public than such failures do^ at present, 

^ There will be a check to the growth of banking habit by this suppose<l 
failure of Government to control such concerns. It may be argued that 
State audit and inspection may be an effective cheek against 
maladministration of funds on the part of a bank. But it should not 
he forgotten that bank failures could not be prevented in the TTnited 
States of America hj the strictest regulation before the inauguration of 
the Federal Reserve System. 

461. Publicity. — As pointed out above, mufassal banks have rarely 
failed in Bengal. INTevertheless, there have been a sufficient number of 
bank failures in recent years, so much so that depositors* and share- 
holders should no longer refuse to take an intelligent interest in the 
working* of their bank. While much can be said in favour of the 
principle of caveat e raptor, some means must be provided to protect the 
interests of those who are unable to look after their own interests. To 
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acliieva this purjpose, the balance sheet should give more details than 
at present. To give only one ^mstance, the details of the investment of 
the reserve fund should be given nlearly mentioning at the same time 
if any portion has been pledged for securing a loan. Items such as 
■^Heserve for, bad and' doubtful .■ debts, "‘^Reserve" for depreciation 
investment/^ and ‘^Reserve for depreciation of bank premises” should 
not be allowed to swell the figure for reserve fund proper, "The item 
^'cash with ■ ,b should give the names of the .bankers ' and the 

amount and the terms of the deposit made with them. The fullest 
possible details of securities against loans, specially those in which 
bank directors and bank officers are interested, whether directly or 
indirectly sliould also be clearly set forth in the balance sheet. Window 
dressing should be prevented as much as possible by prescribing a fixed 
date for the dosing of all banks. What date is to he prescribed sLould 
be determined by the majority of the banks themselves. 

462. Concessions osked fof« — The representatives of some loan offices 
asked for the concessions which we have discussed below: — 

(a) They desired that the loan offices should he granted the privilege 
of free interlending with co-operative central and urban banks. 
There can be no objection to any loan office making a deposit in a 
co-operative bank if tlie bank is in need of the deposit and if the 
terms are agreeable to both the parties, but a co-operative bank is 
precluded under the existing law from making any deposit in any bank 
without the permission of the Registrar and we understand tfiat the 
Registrar is not willing to permit them to deposit any money in a loan 
office. Very probably the reason is that the Registrar does not consider 
that the loan offices offer sufficient security for such investment. We 
are unable to make any recommendation which will fetter the discretion 
of the Registrar in the matter. 

(b) Loan offices desired that the supply hills may he freely issued 
and paid in treasuries and sub-treasuries situated in places where there 
is no branch of the Imperial Bank. The issue and payment of supply 
hills must be a question of resource and is rightly decided by the 
Accountant-General according to the demand for cash in different 
places. Our Committee is unable to make any recommendation which 
will interfere with the Aecountant-General’s discretion. 

(c) The last concession that the loan offices have asked for is that 
the documents by wffiieli they give loans to agriculturists should be 
exempted from payment of stamp duty and registration fee. There is 
no particular reason why loan offices should be specially favoured in 
this respect. This amounts in fact to subsidizing such loans from the 
State funds and if such a concession is given to the loan offices it will 
be impossible to adduce reasons for withholding it from money-lenders 
and other financing organisations. We are therefore unable to make 
any recommendation in this respect. 

463. Special Act« — The large number and the great importance of 
loan offices in Bengal warrant a special Act for dealing with them in 
place of the existing Companies Act, In his latest Annual Report the 
Registrar of Joint Stock Companies, Bengal, refers to pathetic aj-peals 
made to him for securing payment of deposits and dividends and 
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(leliTery of share scrips and balance sheets. Althoiig*li. loan offices are 
not the only offending companies, a special Act, embodying the above 
recommendations and arming the Registrar with wider powers for 
enforcing those regnlationsrseem to be clearly called for. At the same 
time too much reliance should not be placed on State regulations. 
Even in America their necessary limitation is frankly recognised. “It 
seems improbable’^ said the Chairman of the Legislative Committee 
of the American Bankers’ Association in the course of his evidence 
before the National Monetary Commission, ^^that laws can be eiiaeted 
which will compel all men to be honest in the management of biisines.s 
affairs. In other words, it does not seem possible that you can legislate 
to prevent failures.” In any case, however important laws may be, 
sound banking cannot be ensured without sound bankers. 
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Part VL 


Miscellaneous. 


CHAPTER XV. 

Banks and Banking Praetioe. 

464. Definitian of Bank. — It has already been pointed out in 

Chapter III that no satisfactory definition of the word can be 

given. Nor can it be defined by describing* its functions, as has been 
done by physiologists in the case of the word ‘'life/' for banking 
functions, unlike vital functions, have assumed different forms in 
different countries. Thus the payment of deposits by cheques is a 
characteristic function of English banking, whereas on" the Continent, 
discoimting of bills and granting of monetary credits provide better 
criteria. So far as Bengal is concerned, neither cheques nor bills are 
much in nse in the miifassal loan offices and banks, which, as we have 
seen,^ form the predominant element of the banking organisation of this 
Presidency. If acceptance of deposits is laid down as the only criterion, 
many industrial companies, wffiich finance themselves with the help of 
such deposits, will have to be inchided. If the granting of loans is 
added as an essential function to the acceptance of deposits, as in the 
Japanese Bank Act of 1927, a few firms of managing agents, which 
accept deposits and make advances to companies managed by them, will 
be necessarily included. Probably a solution of these and some other 
difficulties is afforded by the following definition: — A bank is 
a corporation which invites and accepts deposits from the public and 
offers and grants loans to them. It will be seen that this definition 
excludes individuals and partnerships carrying on banking business, 
■who should be called "bankers" and not "banks." It is true that 
co-operative credit societies and central banks are also corporations, 
formed under Act II of 1912 but they do not offer and grant loans to 
the public at large, and therefore are not included in the above 
definition. The same may be said of the Post Office Savings Bank, 
which invites and accepts deposits from the public, but its funds are 
employed on the business of the State. Thus the definition contemplates 
principally institutions incorporated under the Indian Companies Act, 
1913, for carrying on banking business. It is true that corporations 
like the Imperial Bank of India and Indian branches of banking 
companies established outside India are not excluded. The regulations 
required in the case of the former are included in the incorporating Act 
itself. As regards the latter, we refrain from making any 
recommendations, for they are to be considered by the Central 
Committee Our concern is principally with hanks registered in Bengal, 
whether public or private. 

465, R@giilati0ii of registered banks. — ^Banking conipanies have to 
be treated somewhat differently from other concerns, for in the case of the 
former it is not simply a question of protecting the shareholders, vrho 
may be expected to safeguard their interests through the directors 
whom they elect, but of a much larger body of depositors who contribute 
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the bulk of tlie worldng funds in the shape of deposits. It is for this: 
leason that a few restrictions, specially required for Bengal, have been 
leeoinmeiided in the preceding chapter. Some of them proliably have 
a wider application. On the other hand, there are a few measures 
wliLch, if adopted in other parts of India, should be extended to BengaL 
For instance, a banking company like any other company iieeci imblish 
its balance sheet only once a 3 ^ear and at an interval of not more than 
fifteen months. It is desirable that the period should be reduced io 
six months. For a depositor should have timely notice of the affaii's 
of his bank, not only in his own interest but also in the interest of 
the bank itself, wdiich may cut its losses by timely liejuidotion instead 
of prolonging its embarrassed career. It is true that under Section 
136 of the Indian Companies Act, 1913 all banking and allied 
companies are required to exhibit prominently a statement according 
to Form (j in the third schedule, on the first Monday in February and 
the first Monday in August eveiy year.^ But this Form cannot serve 
as a substitute for a dul^^ audited detailed balance sheet. Even ihe 
Form F in the third schedule prescribed for the balance slieet does not 
contain as many particulars as appear to be essential. These 
particulars have been discussed in the previous chapter. If these 
details are required to be published by statute, an auditor cannot be 
regarded as too inquisitive the bank authorities, in wdiose hands 
his reappointment virtually rests, even though in law he is appointed 
by the shareholders. Besides there wuH be greater uniformit.v, the 
scope for individual choice on the part of an auditor being strictly" 
limited. At present, there be a disposition to condone 

irregularities wliidi, although not material at first, ma,v develop later 
into real dangers. B,y the time the auditor feels that he must point 
them out to the shareholders for the sake of discharging his professional 
responsibilities even at the risk of losing his appointment as a result 
thereof, the affairs of the bank may have become irretrievabh^ bad. 
Thus, the suggested measure will not impair the independence of the 
aiiditor,^ on the contrary it wdll afford him greater scope for exercising 
In's initiative. A full and accurate statement of assets and liabilities. 


although not a substitute for statutory percentages of cash to liabilities, 
or of paid-up capital to total funds, or of reserve" fund to paid-up capital, 
operates as an automatic check against irregularities and abuses sought 
to be removed by these legal restrictions in foreign countries. There 
are also a few other minor points, wdiich deserve coiisideration. 
Recently a bank in Calcutta advertised its autliorised capital of several 
crores of rupees, wdthout mentioning its small paid-up capital and 
w^ent so far as to publish its prospectus wdthout filing a copy wu‘.th the 
Registrar of Joint Stock Companies. Another Calcutta institution has 
set up an ingenious self-financing device of securing "'admission fee’' 
and "'candidature fee’^ from the applicant for a loan as also from tw*o 
of his mends, wdth the proceeds of wdiich it is able to make loans 
repayable by instalments, at a very high rate of interest, wdiitdi is 
however cleverly Ij a few apparently harmless provisions. 

Another hank in Calcutta has adopted a similar plan of offering a loan 
up to a certain multiple of the paid-up share capital to every shareholder 
without any security whatsoever, but only when he is able to procure 
nvo other shareholders under the same conditions. The hands of the 
Registrar of Joint Stock Companies should be strengthened, if necessarv 
to stop such abuses and frauds. The penalty imposeii^ ^ 
inadequate. For instance, the first mentioned institution was let off with 
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beyond mentioning the instances that have come to our notice. For 
these abuses do not appear to he prevalent in Bengal to a greater 
extent than in other parts of India and call for no measures peculiar to 
Bengal. Eegulations that are found to be necessary and practicable in 
other provinces should be extended also to Bengal. 

466. Regylation of pa^'lnershlps. — One effect, of prescribing^ 
regulations for the management of banks, both public and private, will 
be to give them a higher status than other credit institutions. It is 
therefore not desirable that any other concern should be permitted to 
describe itself as a bank. But, as stated above, a distinction has to be 
made between a bank and a banker. Banker or its vernacular 
ef|iiivalents such as shrofi' or inahaj an is oHen a mere title of courtesy 
ofieriilg not much . iiiducement to the public to make deposits, just as 
tliere are some ^.amindars in Bengal, who cling to their title although 
their properties have all but passed away. Thus there should be no 
legal bar to partnerships, eaiTyiiig on banking business, calling 
themselves bankers. If, however, they desire to avail themselves of the 
privileges of banks, they should be recj[uired to conform to regulations 
suggested in Chapter XIII for indigenous bankers. 

467. Use of vernacular. — The questions of amendment of law 
relating to banking practice brought up before our committee centre 
chiefly round negotiable instruments and have been already considered 
in chapter X and will he further discussed in the next section. As 
regards a more extended use of vernacular in banks, the necessity and 
the probable effect of permitting the use of cheques in vernacular will 
be discussed in the next chapter. Regarding its employment in other- 
directions, there is no question that a pass book in vernacular will be 
intelligible to a much larger body of persons than a pass book in 
English. The inultiplicity of vernaculars, which presents great 
difficulty in other jirovinces, e.g., Madras, is not serious in Bengal. 
According to the census of 1921, Bengali is spoken by 43 million persons 
out of a total population of 46*7 inillions. Besides, English is 
understood by many people who speak other tongues. Many residents 
of Bengal who are shown in the census as speaking other* languages 
understand. Bengali. We therefore feel that wherever possible, 
banking instruments and other papers and books should be written in 
Bengali as well as in English. There are obvious difficulties involved 
in the use of bilingual forms and it is for banks themselves to consider 
whether the advantages outweigh , these difficulties. We therefore 
refrain from making any specific recommendation on this point. 

468. ^ Abolition of stamp duty.— It should he realised that a much 
larger issue than the mere convenience of customers is involved in 
popularising bills of exchange which form the keystone of the arch 
connecting indigenous and European banking. Until a regular bill 
market is developed, close cohesion among the different (*omponents of 
the banking organisation brought about by tbe discounting and 
rediscounting of bills wfill be impossible. It follows that the hindrances 
to the issue of bills such as high stamp duty should be removed as far 
as possible. Admittedly, the present rate of duty is high as compared 
with the duty in force in other countries. In the United States, taxes 
on bills and notes are called ^ ^nuisance taxes’’ and have been abandoned 
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after the War. Even in Great Britain where the burden of taxation is 
heaviej* than in other countries the duty on bills is only h per mille as 
compared to 1 *35 per mille in Bengal. The Hilton-Young Comimssioii 
recommended the abolition of stamp duty on bills but Government have 
ac{‘epted their lecommendation only in the ease of cheques. They have 
also been obliged to refund the stamp duty on ninety days^ bills tendered 
for the issue of emergency currency by the Imperial Bank. We 
recommend that the stamp duty on inland bills of exchange for terms 
not exceeding ninety days be entirely abolished. Bills for a longer term 
are not required for the proposed bill market to the same extent and 
should he subject to duty but not at the present high rate. /We recom- 
mend that the'stamp duty on bills for terms exceeding ninety days but not 
exceeding one year should be halved, the present duty being continued 
for bills for a term of over one year. In the United States of Ameiiea 
promissory notes are utilised for the same purpose as hills in spite of 
their obvious inconvenience. This is partially true in Bengal. Some 
people even go so far as to execute a joint and several oii-demand 
promissory note coupled with a separate letter stipulating a certain 
date of repayment for the evasion of stamp duty on hills. Such 
undesirable practices add only to the other disadvantages of promissory 
notes. It will he difficult to develop the bill market if promissory 
notes compete with hills. We are therefore of opinion that the prevsent 
duty on promissory notes be retained. 

469. Loss of revenue and suggestion for meeting the loss.— Ti will 
be difficult to "estimate the financial loss arising from fhe reduction of 
stamp duty on certain classes of hundis and- its abolition with }*egard 
to others, for it is impossible to assume that bills will continue to be 
drawn in the same way as now. On the one hand, more bills will he 
drawn for transactions now^ being financed by promissory notes, cash 
credits or in other ways, and, on the other hand, some hills now drawn 
for a term exceeding ninety days will in future be drawn for that 
period. Without attempting an estimate wdiicli must necessarily he 
rough ill view of such uncertainties it will be more useful to indicate 
a new source of revenue, for after the Meston award, Bengal is so 
financially crippled that any diminution of revenue, however slight, 
will have serious consequences. It has already been pointed out that 
blank transfers are much in vogue in Calcutta, thus avoiding largely 
the payment of stamp duty on transfers of shares. We are unable to 
make any specific recommendation except to seek the aid of the Calcutta 
Stock Exchange in enforcing the payment of stamp duty on the 
English plan of periodic settlements and of declaring blank transfers 
avS bad delivery. Without this co-operation, a mere declaration that a 
blank transfer is void in law will only inflict some hardship on innocent 
purchasers, but will in other respects he futile. The nullification of 
Leeman s Act, 186/ , reg*arding bank shares by the London Stock 
Exchange may be cited as a case in point. 


The Negotiable instruments Act, 1881. 

470. The case for our consideration.— The question of amending 

certain sections of the Negotiable Instruments Act arose out of a ruling 
of /he Bombay High Court to the effect that under Section 50 of the Avt 
a beaier bill can he legally changed to an oi*der bill by endorsement. 
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This has made it incumbent on the business community to scrutinise aii 
endorsements on bearer documents and on banks to examine the 
endorsements even on bearer cheques, thus throwing considerable extra 
work and responsibility without any compensating benefit to either side. 
The previous banking practice in India was to treat bearer drafts, 
hundis and cheques as negotiable by delivery in all circumstances 
iiTespective of any endorsement made thereon, thereby conforming to 
the banking practice in the United Kingdom. On the demand of the 
Associated Chambers of Commerce for the restoration of the old practice 
the Government of India introduced a Bill before the Legislative 
Assembly in 1929, which sought to provide that a negotiable instrument 
originally made payable to bearer shall be negotiable by delivery 
irrespective of any endorsement that might have been made on it. The 
intention of the Government was to create by means of the Bill a new 
type of negotiable instrument which would always remain payable to 
the bearer and might be used by the banking community and the com- 
mercial public only when necessary. The Bill was however thrown 
out on the following grounds: — 

(1) The holder of a bearer hundi or cheque should not be deprived 
of his elementary right of protecting himself against loss by making 
it '^payable to order, simply for the purpose of relieving banks of 
their normal duty of examining the endorsements. 

(2) The proposed amendment will withdraw all protection from the 
hundi which according to established local practice has to be enfaced 
with instructions regarding the method of payment in a way similar 
to crossing a cheque. 

(3) The question is one for the examination of the Banking Enquiry 
Committee. 

47.1. The Government of India while inviting suggestions for the 
amendment of the Negotiable Instruments Act has desired the Committee 
specially to enquire into the following questions: — 

(i) Whether with a view to secure that negotiable instruments 
fulfil their proper part in Indian commerce it is necessary to create 
by law a type of instrument which being originally drawn "payable to 
bearer will always remain payable to bearer; 

(ii) Whether legislation designed to secure this end should cover 
both cheques and other forms of negotiable instruments like hundis; 
and 

(ni) Whether in case such legislation is recommended as desirable, 
there is any need for protection in the case of hundis analogous to 
that provided by ^'crossing'’ in the case of bearer cheques. 

They explained that the Bill was intended to apply to all negotiable 
instruments as defined in the Act except hundis in vernacular which 
will be governed according to local usage, which would have to be 
determined, in each case, by judicial decision. The onus of proof will 
however be on the person who sets up such local usages. The 
Committee were asked also to consider whether the law should enable a 
person other than the drawer of a cheque or bill of exchange to alter 
the character of the instrument from ^^earer’’ to “order’' by mere 
substitution on the face of the documents and whether such a piWisian 
will defeat the object of the Bill under reference. It was also pointed 
out that the statement in (2) above that instructions on the face of 

15 



226 


a hiiiidi act in tie same way as crossing a claeqxie does not mean that 
sncli liuiidis will be made payable tbrongb a banken Xne iiiteiition 
is tbat banks will have to take into account sueb instnudioiis witli 
the result that payment has to be made not to any bearer of the hundi 
but to the person mentioned in the hundi. 

4T2. OpitiiOfls received by us. — -In our letter ISTos, lO-lQ B.E.C.,, dated 
29th Noyember 1929, we invited the opinion of .so>me Banks, Chambers 
of Commerce and Associations on the proposed legislation. The Bengfd 
National Chamber of Commerce, the Exchange Banks Association and 
the Bank of India have not sent any reply. The opinions of the others, 
are summarised below : — 

(1) The Indian Chamber of Commerce. — The proposed amendnient 
is unnecessary. It seeks to afford protection to bankers in India against 
authorised or unauthorised endorsements on demand drafts drc.wn hy 
one branch of a bank upon another branch of the same bank. ^ But no 
definition is given in the Bill as to what a bank is. If it is iiUendefl 
to make the law applicable to modern banks, as understood in the 
ordinary sense, no distinction should be made between banks and 
shroffs and other firiiis that carry on hundi and remittance business and 
have branches at several placek If the banks want protection, the 
best course for them would he to draw the drafts payable to ''bearer’" 
instead of to "order.” The proposed legislation would alter the meaning 
of the word "order” which would lead to confusion. It would also 
withdraw an element of protection to the public and thus hinder the 
progress of banking habit. It is not apparent how the banks stand in 
danger of being disastrously affected under the existing law. 

(2) The Bengal Provincial Co-operative BanJc^ Ltd. — Considering the 
definition of "payee” in Section 7 and "Endorsee” in Section 16, it is 
doubtful whether the protection afforded by Section 85 of the Negotiable 
Instruments Act extends to any endorsement other than that of the 
original payee. . 

The bankers in England are protected for payment on endorsement 
of the payee or that of any subsequent endorser. 

Aa amendment of the section is, therefore, desirable. 

(3) The Imperial Bank of India. — (i) The Act should be amended 
so that no endorsement on a negotiable instrument payable to bearer 
should operate to restrict its negotiability, thereby legalising a practice 
considered regular and followed by banks prior to the Bombay decision. 

Hi) Such legislation should cover both cheques and other forms of 
negotiable instruments like hundis, but 

iiii) If it is considered not desirable that any established usage 
which may have grown up in respect of the hundi should l 3 e interfered 
with, hundi may be excluded from the operation of the proposed 
legislation. It is wrong^ that a much needed alteration of the law^ in 
respect of the negotiable instruments should not be affected only because 
of a possible consequence to the hundi. 

(4) The Bengal Chamber of Commerce agrees with the Imperial 
Bank and adds that the sole argument against the principle of the 
measure is apparently the effect it might have on liiinclis. 

(5) The Chartered Bank of India^ Ltd., also gives the same opinion 
as the Imperial Bank and the Bengal Chamber of Commerce. 
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^ (6) The ^ Central Bank of ' Tndia^ Ltd.^ supports: tlie ' proposed 
aBiendmeiit/ recommending at tlie same time some protection in tlie 
case of linndis, analogous to tliat provided by ^drossing^^ in tie case of 
bearer cbe(|nes. 

0):-The Marirari Association AoeB not view witb favour tie proposed 
legislation, wiici will certainly prove convenient to tie banks and 
bankers but only at tie expense of tie interest of tie iolders of bearer 
doeuments. Tie Bombay ruling provides a necessary protection and 
tiere is no reason wiy it sionld be withdrawn . Tie commercial 
conimnnity will be tie greatest sufferers if tie proposed legislation is 
passed. '' ■ ■ ■ 

473. Our opiniofia — (1) We are of opinion tiat it is desirable to 
create by Ieav a t 3 ^pe of instrument wiici being origdiiall^y made payable 
to bearer siould always remain so, even if any endorsement to tie 
contrary be made on it by anjmne other tian tie drawer. Such 
instrimients are essential for tie expansion of banking. (2) This 
legislation should not io'wever cover hiindis wiici siould as heretofore 
be governed by local usage. (3) We do not think that any protection is 
required in tie case of iundis analogous to that provided by crossing 
in tie case of bearer cheques. If any protection be required in tbe 
ease of a'^iundi it can be provided hj suitable directions made in its 
bcd3^ 
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Part VII. 

Iiivestiiieiit Habit and Attraction of Capital. - . ■ ' 

CHAPTER XVI« 

' ' 474. ■ Cetieral obseryations* — A. sure- criterion of tlie economic 

deTelopnient of a country is tbe growth of the investment habit of its 
people. Where people are slow to realise the benefits of investinent 
and take recourse to hoarding, the velocity of circulation of the currency 
IS materially affected, the supply of finance for distributive trade 
beconies insufficient and tbe control of the central currency and credit 
organisation over the inoney market becomes less effective. Further, 
the supply of credit is restricted and the funds available for investment 
cannot be mobilised. As a consequence, production suffers and the 
economic resources of the country cannot be utilised to the best 
advantage of the people. 

475. The growth of investment habit is dependent on certain 
fundamental conditions being fulfilled. The first requirement is that 
there should he a surplus, i.e., the income of the average unit must 
be greater than its ordinary expenditure. Secondly people must be 
literate or at least able to write their names and sufficiently educated 
not only to realise the benefit of investing as against hoarding, but also 
to understand the technicalities of investment. Lastly, there should 
be ample supply of safe, profitable and easily realisable investments 
both for short and long periods and the processes of investing and 
realising must be simple and facile. 

476. Almost all witnesses are unanimous on the point that there is 
little surplus left with the agriculturists, by far the majority of the 
people, even in a normal year. The landed aristrocraey of the province 
are also far from solvent. The salaried and the professional sections 
of the middle class, have often a moderate surplus for investment, while 
the business communities are also in a position to contribute at least 
to the short term, if not to long term, investments. Of the middle 
class investors, the first category, viz., the salaried class, consists of 
extremely cautious people who will not invest in anything iexcept 
Government securities or in such institutions as are directty or indirectly 
connected with or controlled by Government. The professional section 
on the other hand are less conservative and are ready to take risks 
provided there are reasonable prospects of gain. Business people have 
generally neither preference for, nor bias against any class of 
ii) vestment. Those who have surplus for investment are generally 
literate and realise the evils of hoarding. They would much more 
readily invest their surpluses if only a little intelligent propaganda is 
made among them. 

477. Leaving aside investments in agriculture it is not possible 
to estimate from the evidence how and in what proportion the different 
classes of investors prefer investments of different currencies; but it 
appears that the middle class people generally prefer comparatively 
long term investments, while the business communities like short term 
investments except, when they desire to invest their accumulated profits 
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wliich are not required for their business in pemiaa^^ investment. 
The former are also the patrons of all kinds of sayings institutions in 
the province. The prospective investor carefully distinguishes between 
the two classes of investments,. ' viz., those in which^ , there is no 
appreciation or depreciation of capital as in bank deposits, debentures; 
etc. and those like certain classes of Government securities aiicl 
industrial scrips in which such changes^ occur. Of late, the confidence 
of the investors in Government securities has been rudely shaken by 
wide fluctuations in the prices, while the buyers of industrial seeuriti4 
have also become extremely cautious after the collapse of the post- 
war industrial boom, resulting in heavy losses to the investors in this 
group of securities. 

Institutions for Encouraging the In^estnient HablL 

478. Postal Cash Certificates.— Pnstal Cash Certificates constitute an 
ideal class of securities for conservative investors of moderate resources. 
The savings of this class in rural areas would have gone into hoards but 
for the Post Office Savings Banks and the Postal Ca,sh Certificates. If 
there is no material change in the present yield of interest on Govern- 
ment loans, the existing rate of interest allowed on these certificates is 
quite sufficient. The primary consideration with the class of investors 
who purchase these certificates is security and not the rate of interest. 
If the rate of interest is raised, funds may be diverted from other insti- 
tutions for investments, which should not be starved in the best 
interests of the country. But all the witnesses who tendered evidence 
on the subject emphasised the need of modifying the rules for encash- 
ment of these certificates before tbe date of maturity. They were of 
opinion that the popularity of these securities will increase if the full 
rate of interest is allowed when the certificates are cashed after one year 
from the date of issue and not after the full term as is the rufe at 
present. The Committee, however, do not recommend any change in 
this respect as it will fundamentally alter the character of these Certi- 
ficates and tend to more frequent withdrawals before maturity. Many 
witnesses also wanted to reduce the limit of the individual holding to 
Es. 5,000 in these Certificates to restrict these investments strictly to 
middle class investors. The Committee, however, are unable to recom- 
mend this reduction, for it is almost certain that with the gradual 
improvement in the economic condition of the middle class population, 
these securities will be increasingly purchased by them. 

479. Postal Savings Banks.— The Postal Savings Bank offers 
facilities for investment to the conservative elements in rural as 
well as urban areas. As mentioned before, the clients of Postal Savings 
Banks form a class by themselves. The rate of interest is not the 
primary consideration with these depositors and so it need not be raised 
from the present level. ^ In some countries like the United States of 
America the Postal Savings Banks operate as feeders to joint stock 
banks, as the Trustees of the Savings Banks may lend a portion of this 
deposit to approved banks of the locality at a slightly higher rate 
of interest. Such a course is not possible in the present state of deve- 
lopment of joint stock banking in Bengal. These deposits wull conti- 
nue, as at present, to reduce the demand of the Povernment on the 
capital market of the country. The Postal Savings Banks of many 
foreign countries render, in addition to their usual duties, a variety of 
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services to trade and industries. All ttese may not be possible in India, 
blit it appears from the evidence tendered tliat tlie deposits, already^ ol 
, considerabie , volume, can be materially increased witli tbe following 
miprovenients in tlie working of theorganisation: — 

(a) ITse of pass books and in vernacular. 

(?}) Opening of Savings Banks Departnients in all Brancb Post 
ensuring prompt repayments of savings banks 
deposits in tliese offices. 

(c) Facilitating making of deposits by checj[ues. (The amount not 
' to be credited until the cheque is cleared.) 

(rZ) Allowing withdrawals of savings banks deposits by cheques 
drawn on the Post Office. (This will encourage the cheque 
habit.) 

(e) Allowing withdrawals in other Post Offices by withdrawal forms 
or pay orders or letters of credit. 

(/) Allowing joint accounts to be opened and operated by either 
of the depositors and by the survivor on the death of one of 
them. 

480. Although it is not expected that business people in general 

will open accounts with the Post-office Savings Banks, small traders 
may utilise these banks for remittances if these recommendations, 
particularly (e), are given effect to. * 

481. Other Savings Banks. — Besides the Postal Savings Banks, 
savings institutions are associated with the Imperial Bank and some 
Exchangee and joint stock banks. These institutions allow slightly 
higher rate of interest than the Postal Savings Banks and withdrawals 
are in a few cases effected by cheques. 

482. These institutions are only useful in Calcutta where the 
salaried and professional middle class people bank with them. The 
share of the Imperial Bank in this business is naturally larger than 
that of the other banks but the total volume of these deposits 
constitutes only a small proportion of the entire bank deposits in the 
province. The introduction of safe boxes, as has been done (by some 
banks) to popularise the savings habit and promote thrift, may attract 
larger, deposits, but in any case these institutions are not expected to 
play an important role in mobilising capital in the province. 

483. Rilfal Co-operative Societies. — These societies occupy a unique 
position in the banking organisation of the province. They are regular- 
ly supervised and audited by Government officers and are in touch with 
the masses of the agricultural population. They are smallmerds orga- 
nisations and therefore most suitable for creating investment habit 
umong the agriculturists wffio have at present no other facilities in their 
neighbourhood for safe dposit of their small savings. The raiyat may 
be easily persuaded to adopt a system of daily saving by mnshti or 
otherwise and to deposit such savings in his own village society. A 
comparison of the members^ and non-members’ deposits in these societies 
for the year 1924-25 with those of the year 1928-29 will show that, 
■small as the saving of an agriculturist is, such societies have been able 
to attract a good deal of deposit from them. In the latter year the 
members’ and non-members’ deposits were Es. 17,05,041 and 
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Rs. 16,83,157,^ respectively, . against Rs. '10,07,822 and Rs. ^ ll,42,lii3 
of the former year. Thus in the space of 5 years not only the deposits 
of meinhers have increased by 7 lakhs hut they have surpassed the 
non-meinhers' deposits. The more these societies multiply and develop, 
as they are espeeted to do, the more will thej succeed pii tapping the 
area liot approachahle by any other- organisation. ^ This popularity 
is due not only to Government supervision and audit but also to the 
fact that the masses know how and where the money is being utilised. 

484. Centra! and Urban Co-operative Banks.— The central and 
urban co-operative banks have inaugurated various kinds of endowment 
funds, provident funds, home saving boxes, savings banks and other 
forms of encouraging thrift. Recently a Co-operative Life Assurance 
Scheme has been formulated on a provincial scale for the benefit of 
members of co-operative societies in both urban and rural areas. All 
these methods of attracting deposits^ will, it is hoped, succeed in creating 
an investment habit among the masses. The special advantage enjoyed 
by these banks is that they are generally believed to be Government 
institutions and the ordinary depositor prefers to put his savings into 
them. On the 30th of June 1929, the deposits of members in these 
banks amounted to Rs. 71,97,940, while those of non-members amountecl 
to Rs. 3,42,85,381. This clearly demonstrates the popularity of these 
banks. Some of these central and urban hanks offer as high a rate of 
interest as 9| per cent, on fixed deposits, and naturally deposits flow 
to them. In fact in a few cases it has been found that they have more 
offers of deposit than they can profitably employ in their business. 
Such high rates can he offered by co-operative banks on their deposits 
as the rates on which they lend are still higher ranging from 9| per 
cent, to 12J per cent, and also because the management charges are 
low. There is no doubt that through their operations funds are being 
increasingly diverted from distributive trade and industries to 
agriculture as the co-operative societies mainly operate among the 
agriculturists. 

485. Joint stock banks.— Joint stock banks, including the Imperial 
Bank^ and Exchange hanks, cater only for rich people and big business- 
men in Calcutta. Their deposits, both fixed and on current account, 
are derived mainly from these classes. They are not keen upon securing 
small accounts although according to competent observers there is an 
unlimited field for development in this direction. It should, however,, 
be brought home to the big banks that a large niiinher of sinali aceounis 
will eventually be more profitable to them than a few big accounts. In 
Calcutta, branches may be profitably opened by the joint stock banks, 
in different parts of the city to bring the banking facilities nearer 
home to the prospective clients and the hours of business in such branches 
changed to suit the clients. In more important commercial centres 
there may be branches of the Imperial Bank or other joint stock banks, 
but some time must elapse before branch hanking can be successful in 
the province. There is^ a lack of suitable investments for such hanks 
m the mufassal. Invoices, documents of title, etc., are not usually 
tendered in support of the hill or advance, and the effect is that the 
rate of interest on deposits in the branch banks is determined by money 
rates in Calcutta where these funds are ultimately employed. It is true 
that branches of the joint stock banks, particulaidy of the Imperial Bank 
where these exist, invest a little on stock-in-trade, but the volume of this 
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. business is extremely restricted. ■ As tbe branch banks can neither offer 
high rates foiv deposits nor find suitable Jnvestinents, the local needs, 
for accommodation. , are left ’ to the local institutions. „ 

486. ' Loan offices.-— Loan offices :- play an iiiiportant role in the- 
banking* , organisation ' and hence .in. . the ■economic life .. of the proTince., 

■'. Their.. ■number has dncreased.' rapidly, since the, War and is^ now 782. 
■They are joint stock .organisations- with, small share , capital; in most of 
the ' new floatations the paid-up share capital is incrediblj" small. Their 
working capital consists . mainly . of „ deposits obtained from the middle,- 
classes and businessmen of the locality. .As a result of the keen com- 
petition with each other and with the co-operatiTe banks, these offices are^ 
now compelled to offer higher rates of interest on deposits and naturally 
the margin of, profit has . d.eclined. '.-They lend. to all classes .of-, people, 
including agriculturists, on .personal credit and on mortgage of real 
^ properties. They do not ■generally undertake remittance business or pur- 
', chase of .securities or any. other form -of commercial banking. Some of 
. them have trading' departments ■ in. addition to banking .with a view to 
employ profitably the funds during the slack season. These institutions- 
have established for themselves a position in the economic life of the 
country and in view of the fact that branch banking is not likely to be 
developed in the province in the near future, it is desirable that these- 
institutions should be improved and consolidated so as to be really useful, 
to trade and industries. 

487. Indigenoys BankerSi — In spite of the expansion of the co- 
operative movement and the growth of joint stock banking in the shape- 
of loan offices, there are many places in the province where no form of 
organised banking, not even the Post-office Savings Bank exists. The 
difficulty is accentuated by the illiteracy of the masses, as the use of a 
cliec|ue l30ok implies education and even in the simplest process the man 
must be able at least to sign his name. Even in bigger centres tliere- 
are prospective investors who still view the activities of loan offices and 
co-operative banks wuth suspicion and keep themselves aloof from these 
institutions. They prefer to deal with the indigenous bankers. There- 
is less formality and complication in the dealings of depositors with the^ 
indigenous bankers who can be approached at all times and hours and 
who are in a position to know their financial condition, which knowledge,, 
for a long time to come, will be the basis of credit granted in India. 
Even now they fill a very important place in the banking life of the 
country and supply a much needed demand. They do not get muchL 
deposits now-a-days because of the competition from dift'erent quarters 
and are mainly dependent on their own resources. The position of these^ 
bankers should be improved and their status raised so that they can 
command respect and confidence of the public. They are sure io W 
able to tap and mobilise the innumerable small resources for investment, 
which cannot be ordinarily approached through any other agency and 
will therefore remain dormant. 

488. Conipetition of Covertiment with Joint Stock Banks. — There 
can be no denial of the fact that in recent years Government has become 
a competitor with the joint stock banks in the capital market of the 
country particularly in Calcutta. The yield from Government securities: 
is now about 5i per cent., while the Postal Cash Certificates yield about 
5 per cent, compound interest, on maturity. As the joint stock banks 
do not borrow generally for more than a year and cannot lend in any 
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case at more than 1 per cent. aboTe the bank rate, the average of 
which has moved between 5 and 6 per cent, in the last few years, their 
difficulty of securing fixed deposits has become accentuated. Deposits 
on current account have also been affected recently by the higli yield 
of treasury bills, which now comes to about 6:75 per cent. hen an 
investor feels that he will not require the entire amount of his deposits 
for iminediate use he invests in treasury bills which are sometimes 
available for usances up to one year. The only checks applied against 
this denuding of deposits in joint stock banks are the ^ fixing of the 
unit in the case of treasury hills at Es. 25,000 and limiting the maxi- 
mum amount to be invested by individuals in Postal Cash Certificates 
to Es, 10,000. 

489. In the mufassal,. this competition, so far as the floating 
deposits are concerned, is not so keenly felt. The investors there are 
in general not in a position to buy Inch units of treasury bills. The 
Cash Certificates on the other hand, even with the present yield, are 
diverting a portion of the funds which would have been invested in joint 
’.stock banks, but if the rate of interest in these securities be not raised, 
no great disturbance is apprehended in the existing system although 
■some witnesses have suggested a lowering of the maximum limit of 
individual holding to Es. 5,000. Eates of interest on advances in the 
mufassal are high and so the hanks and bankers there' can afford to offer 
higher rates for deposits, both fixed and current. The hanks and in- 
digenous bankers in the mufassal are, however, experiencing competi- 
tion from another quarter, namely, the co-operative banks, which are 
Tegarded as pseudo-Governnient institutions. These latter can offer high 
rates for deposits as they can employ them lucratively among the 
agriculturists. 

Existing facilities for the purohase and sale of Government Securities 

and other securities, 

490. In Calcutta,— Ample facilities exist in Calcutta for purchase 
tnnd sale of all kinds of securities in the local Stock Exchange through 
hiokers and bankers. Gilt-edged securities of all denominations can 
also he bought direct from the Imperial Bank and several well-known 
firms of jobbers. There is, however, one serious difficulty in connection 
with the investment in industrial securities. These shares are ordinarily 
dealt with in lots of 100 in the case of ten-rupee paid-up shares and of 
'25 in case of higher denominations. ' Smaller or odd lots can be brought 
or sold only with extreme difficulty and invariably the buyer must pay 
■a much higher price when he wants such a lot and again accept a lower 
rate when he is in need of disposing of the same. It is said that the 
‘managing agents of the industrial concerns also do not favour 
subdivision into small lots. The result is that an investor of moderate 
means cannot distribute the risks by investing in different classes of 
securities. He must put all his eggs into one basket’^ and if there is 
:a slump in that particular industry his investments depreciate. It is 
desirable that an arrangement should, if posible, be made, by which 
small lots of different classes of securities will be made available to 
the investors with limited means. 

491. in the mufassal, — Government securities can be purchased in 
4 he mufassal through the branches of the Imperial Bank where they 
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exist tan d also tliroiigli the Post Offices, but these facilities do not 
appeax to he sufficiently well-known. The shai^es of ' local Joint stock 
conipaiiies, like those of the loan offices or tea gardens in the tea 
districts, can be readily bought and sold locally, but there is hardly 
: any agency in the mufassal centres-, to market industrial securities 
generally dealt with in the Calcutta Stock Exchange. The Stock 
Exchange brokers are prohibited from advertising and possibly they 
do not also find it profitable to open agencies in important centres in 
the mterior. The mufassal investors are as a rule people with moderate 
means. They cannot purchase big lots of industrial seciinties. Their 
information about the securities market is extremely limited and that 
is why they are frequently victimised by bogus share brokers who 
periodically visit the mufassal centres. Diffusion of knowledge and 
information through newspapers and economic journals is certainly a 
good remedy for the present defects, but the brokers may also consider 
fhe suitability of sending their private circulars to individuals in 
important centres, while influential loan offices and indigenous bankers 
may undertake the purchase and sale of securities in Calcutta on behalf 
of their clients on a commission basis. 


Investment Trusts. 

492. One of the surest ways of developing the investment habit of 
people is through the organisation of Investment Trusts. These insti- 
tutions have probably done more than any other single organisation in 
fostering the saving and investment habit in Great Britain, and the 
Ignited States of America. These Trusts although of very recent origin 
have proved an immense success. The advantages of these institu- 
tions are obvious. A prospective investor with a moderate amount, 
say Rs. 500 or Rs. 1,000, cannot distribute the risks of investment by 
buying different classes of securities assuring safety and at the same 
time a return higlier than that available for gilt-edged securities with 
prospects of capital appreciation. These Trusts, when sufficiently 
strong, may take up underwriting business, find capital for really good 
concerns and help the existing industries in various ways. The only 
requffiement is an honest and experienced Board of Directors capable 
of following,, accurately the currents and cross currents of the security 
markets of the world. There is undoubtedly a dearth of such men in 
the province, hut still it may not be impossible to find a few such 
people to guide efficiently the activities of several of such institutions. 
The industries of India are not, however, of sufficiently diversified 
natmie, to offer scope for safe investment of such Trusts. Nor is there 
any market in India for foreign securities in which investments could 
be made to counteract the efl-ects of a possible slump in the Indian 
indu'stries. ■ ■. 


Cold Cash Certihcates. 

493. The issue of gold cash certificates similar to Postal Cash 
Certificates redeemable at maturity in legal tender money or in gold at 
the option of the holder, as recommended by the Hilton-Young Currency 
Commission of 1925-26, may foster the investment habit in rural areas 
ivheiB the desire to possess the yellow metal still prevails. The yield 
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on this inYestmeiit will presmnabljr : ba' ^ same as in Postal 
Certificates, while the risk of fluctuation in the price of gold is- 
eliminated bv the.. .provision of' redeeming the certificate in legal tender 
if the holder , so', .desires. .The exp,erime,.nt ; is. therefore well-worth 
trying, although it seems, that . the .major portion of the subscription:' 
to^' these certificates will be diverted from the Postal Cash Certificates. 

PrO¥!itcial Savings Associatiofis* 

494. The Savings Banks deposits or the sale-proceeds of Postal Cash 
Certificates are now^ utilised for Government capital expenditure and 
naturally the rate of interest that can be offered is strictly limited 
by the yield in Government securities. The sinall^ depositors ^ will 
okain a" slightly higher, yield on their savings if a Provincial 
Savings Association is formed or Savings Banks are organised under 
rigid Government control on the model of the noii-olHaeial institutions- 
as are found in almost all civilised countries of the world, particularly 
ill Japan, Sweden and Denmark. In Great Britain there are institu- 
tions of the latter type known as Trustee Savings Banks working under 
the Trustee Savings Banks Act of 1863. In India time has not yet 
perhaps arrived for the establishment of institutions of this type, but 
a beginning can be made to attract the small investors, who want a. 
little higher yield than available from Postal Savings Banks deposits 
by starting a" Provincial Savings Association. Eegular deposits, how- 
ever small, may be collected from the small investors in the mufassal 
through Post Offices or co-operative institutions or any other existing" 
agency and the amounts thus collected may be handed 'over to a 
Statutory Board to be invested in safe securities, not necessarily of 
Government alone, at the discretion of the Board, working under 
suitable restrictions regarding the nature of investments. The arrange- 
ment will have the advantage of pooling very small amounts for 
lucrative investments, which in the normal course are beyond |the- 
range of small investors. In fact, the organisation will work as an 
Investment Trust for veiy small investors. It is evident that higher 
rate of interest may be allowed to the depositor than available from 
existing sources. At the same time the deposits will be perfectly safe. 
It is, however, obvious that the collection of deposits and the return 
of the same on the expiry of the term must be effected through some 
existing agency. hTo separate establishment is possible in the beginning 
as that will be a heavy burden in the experimental stage. Perhaps in 
the beginning such an institution may he established on a co-operative 
basis. 

Postal Life iitsy ranee. 

495. A suggestion has been put forward that the saving habit of 
the people can be encouraged by extending the benefits of the Post Office 
Life Insurance scheme to the general public. The information and the 
evidence we could secure on the different aspects of the proposal are 
meagre, but we are inclined to believe that time has not yet arrived 
when such a measure can produce the desired effect of fostering thrift 
among the masses and at the same time of tapping the innumerable 
small reservoirs of funds scattered all over the ckintry. Insurance 
habit has not yet spread sufficiently in the province, even in urban 
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areas. Only tlie educated middle-class people, insure tlieniselTes and 
tliey can do tiiat easily with the private companies. The Goveiimient 
Actnary has also admitted that if all expenses in connection with the 
issne of policies j medical examination and other incidental seiwices 
are taken into account, the Postal Insurance organisation would not 
he in a position to offer more attractive terms to the public than 
private " companies do. The argnment ■ that funds secured 'from the 
public through the machinery of the Postal Insurance Department will 
go to reduce the demand of the Government on the capital market also 
loses niuch of its force when it is remembered that the funds of the 
insurance companies are invested mainly in gilt-edged secuiities. The 
proposal, if adopted, will in our opinion involve unfair competition 
with the insurance companies in their present stage of development, 
without conferring any appreciable benefit on the country and wd 
cannot therefore recommend its introduction. 


Growth of Cheque Habit. 

496. The wider use of cheques in the place of coins or ciirreney 
notes is both an indication and a requirement of the growth of banking 
habit. As yet the cheque habit has not firmly- established itself outside 
Anglo-Saxon countries. The growing use of the cheque is welcome, 
but not indispensable to the development of banking habit. In the 
continent of Europe, particularly^ in France, cheques are sparingly iised 
but the banking system is up to date from all other points of view’*. 
In India the difficulties in the direction of popularising cheques are 
enormous. The use of a cheque book implies a certain amount of edu- 
cation which the majority of our countrymen do not possess. Cheques 
in the miifassal are ahvays looked upon with suspicion and are not 
readily accepted in payment of dues. iVmong the literate classes in 
cities and also among the business community the use of the cheque has 
undoubtedly grown since the abolition of the stamp duty because of the 
convenience and the security it affords both to the draw^er and the 
payee. When formerly a businessman used to draw one cheque and 
get cash for many disbursements and payments, he now draws separately 
to pay the individual creditors. The major portion of the increase 
in cheques is perhaps to be accounted for by this development. Some 
witnesses have suggested the use of both English and vernacular for 
cheque books. We are inclined to recommend this measure though 
some bankers have objected to it. The use of the vernacular will 
certainly widen the sphere and wull undoubtedly be a move in the right 
direction. Some have advocated all Government payments of Es. 200 
and above to be made by cheques. Wherever there is adequate bank- 
ing facility this measure is advisable. If the cheque habit is to be 
encouraged in the mufassal there must be clearing centres, preferably 
in the brancJties of the Imperial Bank where they exist; where, hovrever 
no such institutions exist, the local banks must make arrangements 
among themselves to facilitate clearing of cheques drawn upon them. 
Even in Calcutta there should be one clearing a day arranged for small 
banks. And, as suggested before, the introduction of cheques in Postal 
Savings Banks may stimulate the growth of the cheque habit. 



497, To eBcourag*e tlie cheque habit recqiriuieiKl that 

wherever there is a hrauch of the Imperial Bank, the following pa^Tuents 
of suim exceediiig Es.: 100 should' be made and accepted by Go'vernment 
by cheques payable at the Imperial Bank: — 

(а) salaries, pensions and other Government payments; 

(б) purchase money in auction sales conducted by Civil and 

Revenue Courts and other Government officers; 

(f) land and excise revenue, cesses, income-tax and other 
Government dues; and 

(d) deposits made by private persons in Civil, Criminal and 
Revenue Courts. 

Where there is no branch of the Imperial Bank, a court or other 
Government officer making a payment exceeding Es, 100 to any 
private person, should, at the request of the payee, make the payment 
by a cheque payable at any branch of the Imperial Bank that he may 
indicate. 

Extension of Banking faoiiities. 

498. The existing banking facilities of the province have alxeady 
been described and some urgent improvements needed in the case of 
different institutions have been suggested. In view of the difficulties 
ill the dii^ection of the development of branch banking, it appears 
convenient and judicious too, that till the borrowers are better educated 
to appreciate that a bill representing an actual transaction commands 
a readier market and better rates from banks, the banking business in 
mufassal centres is to be left to loan offices, co-operative banks and 
indigenous bankers, each with a distinct sphere and function. It would 
be convenient if the agricultural co-operative institutions are to supply 
agricultural credit, while the loan offices and the indigenous bankers 
finance trade and industries, but as indicated in Chapter XIYA, the 
present conditions do not warrant any hope of ensuring such a 
marked division of functions. 
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PartVIIL 

Suinmary. 

CHAPTER XVII. 

' Smtitnary of CO'iiolusioiis and Reoomineifidatiofis. 

499. The outstanding featin^es of rural Bengal are tlnat 83 per cent., 
of tlie people are engaged in agriculture, that agriculture has spread: 
oyer 86 per cent, of the area available for cultivation and there is very 
little room for further expansion ; that the pressure on agricultural land 
is veiy great, 6 million cultivators farming 31 million acres; and that: 
the produce of the agricultural farms is so small that it can hp^dly 
keep the agriculturist families in barest necessities of life. Providing 
further baiikiiig facilities for them and making cheap credit available- 
for them will not hy themselves he of any avail, unless means are found 
to increase the produce of the land by intensive methods of agriculture- 
and to secure for them a greater share of the 'value of the produce that 
the consumer has to pay. We have attempted in the preceding chapters 
to show what he lives on, to ascertain his present indebtedness, to 
describe his existing credit and banking facilities, and to devise means . 
for increasing* these facilities, but we feel that their condition cannot 
be improved unless intensive agriculture is introduced and the profits 
of the middlemen who stand between them^and the consuiners of their 
produce are reduced. We desire to bring these facts prominently 
to the notice of the statesmen who are entrusted with the destiny of : 
our country. 


500. In Chapter i, we have described the constitution of our 
committee, the work we were callled upon to do, and how we have done 
it. We have briefly described the difficulties that all such enquiries- 
must contend against and those which we in particular encountered. 


501. In Chapter ll, we have given a short account of the physical 
features of the Presidency and its population* The general conditions 
of agriculture, rainfall, principal crops, systems of land tenure and 
agui cultural rent have been described. bave attempted to esti- 

mate the number and area of agricultural holdings and found them: 
to be 6 millions and 31 million acres, or an average of 5*2 acres per 
holding. We have estimated the average value of agricultural land as ■ 
Es. 300 per acre. We have ascertained the cost of producing the staple 
crops and tlie profits derived therefrom, and the total value of the crops- 
produced (243*8 crores of rupees). We have described the subsidiary 
occupations of the agriculturists and estimated the aveatige gross inconre • 
of an agTicuitural family of five to be Es. 450. We have briefly 
touched on the valuable tea crop that we grow, and described the chief ’ 
commercial activities of the cities, Calcutta, Chittagong and Dacca. 
The Chapter concludes with a few observations on the economic aspects 
of the caste system and the economic effects of social and religious- 
customs, and on the prevailing sentiment of sanctity of debt. 
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■ 603.. G.ur coBcliisio'iis and ' re€ 0 -mineiidations in tke otlier cliapters 

may be summarised as follows 

(1) Chapter 111,— Tire figures, for tie Bengal braiiebes, including 
Calcutta local head office, of tie Imperial Bank of India show that the 
resources of Bengal are being employed in other parts of India (para- 
graph 36). 

(2) So far as the Bengal circle is concerned, the Imperial Bank of 
India is predominantly a eommercial bank (paragraph 37). 

(3) Much of the apathy and unconcern complained of on the part of 
tie Imperial Bank towards joint stock banks and indigenous bankers 
in the mufassal, would disappear if the agents of its nmf assal branches 
mix socially with their prospective customers more freely than now 
(paragraph 37). 

(4) As to the alleged unfair competition of the Imperial Bank with 
the joint stock banks, it may be said that the rates of interest allowed 
on deposits by the Imperial Bank are lower than those granted by other 
banks and the superior facilities enjoyed by it for the remittance of 
funds are partly shared with other banks (paragraph 37). 

(5) We were unsuccessful in our attempt to^ investig^ate the allega- 
tion of preference shown to the European constituents by the Imperial 
Bank. It appears, however, that the proportion of Indian to European 
deposits is higher than that of Indian to European advances in the Ben- 
gal circle (paragraph 38). 

(6) The joint stock banks have only the leavings of business of the 
Imperial Bank and the Exchange Banks, both of which are able to 
attract deposits at much lower rates than the joint stock banks (para- 
graph 46). 

(7) Discounting of inland bills or lumdis was in vognie among the 
Exchange Banks in Calcutta before the present trade depression. There 
are more accommodation hills now than in pre-War days, and the 
Exchange Banks are now trying to avoid this line of business as far as 
possible (paragraph 50). 

(8) So far as the indigenous bankers are concerned, their entire hundi 
husinevss is practically confined to Calcutta (paragraph 56). 

(9) It seems that indigenous banking is unable to hold its own in 
competition with other credit institutions. In the matter of attraction 
of deposits joint stock and co-operative banks have prowed formidable 
rivals (paragraph 56). 

(10) " The money-lender has detailed knowledge about his customers 
and Vannot be easily ousted from the field (paragraph 57). 

(11) The security offered does not appear to be the determining factor 
for the interest. The rate of interest on small loans is generall/ higher 
than on big loans, but this is not always the case (ijaragrapli 57). 

(12) Co-operative central banks are mostly working satisfactorilv. 
They have fostered the growth of cheque habit^in the mufassal by open- 
ing current accounts for the general public and encouraged thrift by 
establishing Savings Banks and Provident Funds (paragraph 64). 

(13) The co-operative industrial unions have not been very success- 
ful, and, like the artisans’ societies, are tending to deo'enerate into 
purely financing bodies (paragraph 65). 
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(14) Tlie,'g*eneraL that 'Post Office Savings Bank accounts axe 

kept mainly by salaried middle-class persons does not seem to be correct. 
Prom the well-marked seasonal decline in deposits, it ■ will appear tliat 
people with agri cultural interests are among the depositors in Savings 
Banks (paragraph 67).y: 

(15) l^ostal Cash Certificates are more responsive to general monetary, 
conditions than Savings Bank deposits. Cash Certificates compete with 
other forms ' ol in vestnient, and can always, attract funds by raising the . 
yield above the figures obtainable elsewhere (pa.ragraph 68). 

(16) The system of money-orders has proved a great success (paxa- 
graph 69). 

(17) The average amount of money-orders issued is small, and in 
Bengal it is smaller than in other parts of India. These do* not com^ 
pete with other forms of remittance (paragraph 69). 

(IS) The amount issued by the Bengal and xlssam Circle is greater 
than the amount paid by it. Thus there is a transfer of savings from 
Bengal (paragraph 69). 

(19) Bemittance business of Government either by supply bills or 
currency transfers has increased in Bengal at a much faster rate than 
in the rest of India during the last quinquennium (paragraph 72). 

(20) The amounts advanced under the Agriculturists^ Loans Act and 
the Land Improvements Lfoans Act are quite insignificant in jnnportioii 
to the agricultural needs. The Gov^ernment of Bengal apparently think 
ordinary needs of agriculturists to be beyond their scope and grant 
loans only in eases of natural calamity (paragTapffi 73). 

(21) Loan offices play an important part in the credit organisation of 
Bengal. In a broad sense all loan offices are banks as they attract 
deposits from the public and lend money. In a naiTOwer sense many of 
them are merely joint stock organisatioHvS for lending money, not to 
trade and industiy, but chiefly to landlords and tenants, often for 
unproductive purposes (paragTaphs 74-75). 

(22) By far tlie largest number of loan offices is in the mufassal. 
There are onlj a few in Calcutta (paragi^aph 76). 

(23) ^ The opening up of mufassal branches by some of the Calcutta 
loan offices as also Cahmtta branches by some loan offices with mufassal 
head office, is a most hopeful feature, for miich of the weakness of the 
present credit system in Bengal is due to want of cohesion among the 
various credit ag'encies (x>aragTaph 76). 

(24) Cliaptef !¥■— The avwag’'e debt of a co-operative family in Ben- 
gal has been ascertained from informations furnished by central co- 
operative banks to be Rs. 147 (paragraph 87). 

(25) The co-operative population represents the median agricultural 
population. The average obtained for co-operators is, therefore, a 
reasonably accurate estimate of the average for the whole body of agri- 
culturists (paragraph 88). 

(26) The per capita unregistered debt is about Rs. 18 compared with 
the per n.apita registered debt of Rs. 16, the total coming up to Rs. 34 
(paragraph 89). 

(27) Hence the average debt of a rural family is Rs. 34x5-14 or 
Rs. 175, including both agiiculturists and non-agriculturists (paragrapb 

16 
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(28) The average debt: foT agriculttirists is lower than that for bob- 
agriculturists. The avemge debt of agricultural families in Beugai 
should be below Es. 175, but not very much below it (paragraph 90). 

(29) Again, as outside debts are somewhat under-estimated, the 
correct average debt for agriculturists must be a little higher than 
Es. 147, the average debt of a co-operative family (paragraph 90). 

(30) The average debt of an agTicultural family may, therefore, be 
taken a.s lying between these upper and low'er limits and may be put 
do.wn at Es. 160. On this basis, the, total agricultural debt of the pro- 
vince is roughly 100 crores (paragi^aph 90). 

(31) An examination of the causes of indebtedness shows that litiga- 
tion and social and religious ceremonies contribute but little to total 
indebtedness. The agiuculteist is as a: rule improvident, but the 
reasons for his improvidence- have to be looked for elsewhere than in 
litigation and festivals (paragraiih 97). 

(32) The real cause of his improvidence i& poverty. Very little 
siuphis is left to the Bengal agriculturist after ^ meeting his bare 
necessities*, and hence he is often compelled to discount his future 
income on any term to relieve present necessity (paragraph 98). 

(33) There is a kind of poverty which, while not amounting to 
insolvency, nevertheless* makes * for precarious and uncertain living, 
and it is this which is the real cause of indebtedness among agrieub 
tiirists in Bengal (paragraph 99). 

(34) His purchasing power has not improved. For, the rise in 
prices since the outbreak of the War, which reached its maximum in 
1920, is more apparent than real (paragraph 100). 

(35) The p*resent high rate of interest is not merely the cause of 
indebtedness; it is* also its effect (paragraph 101). 

(36) The conditions of borrowing are such that a big share of 
the income of the agiiculturist is eaten up by interest and other 
charges, making repayment of loans veiy difficult (paragraph 103). 

(37) Agricultural indebtedness in most cases is a mark of distress, 
wdiereas in the case of other industries borrowed finance is a norma! 
feature. If the debt of agriculturists had been, as it should be, only 
mother phase of credit, the problem of indebtedness w'ould have been 
easy of solution (paragraph 104). 

(38) There is not much loaning among agriculturists themselves 
(paragraph 105). 

(39) A portion of the agricultural capital is gradually passing into 
the hands of non-agriculturists, depleting* further the already scanty 
stock of agricultiu’al capital. The effective solution of agTicultural 
indebtedness consists not only in relieving* the present burden, but 
also in augmenting agricultural capital (paragTaph 105). 

(40) Chapter ¥, — In agriculture, the producer must wait for a 
period before he can expect the turn-over on his outlay. As he is 
seldom in affiuence, he must needs live on a system of credit until he 
can market his produce (paragraph 106). 

(41) The seasonal and the intermediate credit requirements of the 

Bengal agriculturist comprise purchase of cattle, implements of culti- 
vation, seeds and manure; hire of labour (if necessary); payment of 
rent and cess and rates and taxes; and the household expenses (para- 
graph 107). 1 
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' (42)/ He is. entirely timely rainfall (wMcli is often 

,'iiiicertaiii)' all ..tli.rQ'iig'li the „cycle-of production and subject to excep-* 
tional risks from floods*, cyclones and bailstonns (paragraph 108). 

(43) His annual outlay on agTicultural iinpleiiients is estimated 

to be Es.,3-1,0 on an average. ■ . 

The averagie annual charges for a pair of bullocks is Its. 12. 

The seed-paddy he requires costs him Rs. 13 a year. 

The cost of hiring labour in an average holding is estimated at 
Rs. 40-8. ■ . 

His charges for rent, cesses, coniinission and rates are Rs. 25, 12 
annas, Re. 1-9 and Ee. 1-1, respectively, on an average. 

The living expenses of an agricultural family for food, clothing iiiid 
miscellaneous items are estimated to be Rs. 225, Rs. 35 and Rs. 62-8, 
I’espectively. 

' The total expenditure of an average agricultural family thus conies 
to Rs. 420 (paragraph 120). 

(44) The bulk of the requirement of rice costing’' Rs. 150 a year 
has not to be purchased. We have assumed that only Rs. 50 is spent 
on purchasing rice. The cash requirement of the family would, there- 
fore, be Rs. 320, which has to be met from the sale of the produce. 
As the processes of agTiculture are spread over the year, we have 
assumed that only half of this, i.e., Rs. 160, has to be borrowed as 
short-term or intermediate loan. The total requirement for this pur- 
pose for the 6 million families is thus estimated to be 90 vvaves (para- 
graph 121). 

(46) These loans are now supplied by the co-operative societies 
(4 crores), loan offices (about 2 crores) and the village money-lenders — 
professional and casual (paragraph T22). 

(46) The average amount of loan given by the rural eo-oixuntive 
societies is less than Rs. 100, and if no long-term loans are granted 
by them, the existing resources of these societies will probably suffice 
to finance the agriculturists to the full extent of their requirement 
(Rs. 160) (paragraph 123). 

(47) The only way to provide further credit facilities in this respect 
is the wide extension of the co-operative movement, for, no agency is 
mo]*e beneficial to agricultural credit than these societies (paragraph 

124) . 

(48) The effect of borrowing* on the disposal of jnoduce is alwayi^ 
detrimental. Even when the creditor is not a trader, the grower, if 
he is in debt, has to dispose of his produce at a lovv^er pri(‘e (paragraph 

125) . 

(49) We caji make no sxigg^estion for co-ordinating the money- 
lenders with one another, or with any other credit agesiey, or fo' 
combining the resources of the loan offices with those of the co-operative 
societies ( paragraph 126 ) . 

(50) Chapter ¥1. — Classification of credit requirements of agri- 
cultinists into short-term, intermediate and long-term should be 
according to the pet^od rather than according* to the purpose (para- 
graph 127). 

(51) The purpose of a long-term loan is lasting agricultural 
improvement (paragraph 128). 
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io2) Tiie first pre-requisite for agricultural improvement is reduc- 
tion of the heavy burden of accumulated debts (paragraph 128). 

(•53) Out of the total outstandiiig money debt of 93 mores in 
Bengal, about 62 mores (44 crores of mortgage debt an d IS erores of 
unsecured debt) represent long-term debts (paragraph 129). 

p54) The property of the Bengal raiyats is worth 690 crores of 
rupees. They are, therefore, far from insolvent, even if a Mberal 
allowance is "made for intermediaries (paragraph 130). 

(55) The second pi^-requisite for agricultural improvement is 
stoppage of waste, due to smallness and fragmentation of holdings, by 
enlarging and consolidating them (paragraphs 131-132). 

(66) Until the methods of large-scale capitalistic farming are 
adopted and transport conditions are suitably altered, there can be no 
immediate demand for long-term ^credit on an extensive scale for costly 
and elaborate agricultural machinery (paragTaph 134). 

(57) Five possible existing agencies for providing long-term agri- 
cultural credit are — (a) zamindars and other rent receivers, (5) money- 
lenders, {c) loan offices, {d) Government, and (e) co-operative 
societies (paragraph 135). 

(58) The present conditions are such that the raiyat cannot hope 
to get long-teim funds in any appreciable amount from zainindars and 
other rent receivers (paragraph 135). 

(59) The money-lender is, *of course, prepared to finance him to the 
utmost of his ability, but the rato- of interest charged is so high that 
not much benefit may be expected through this agency (paragraph 
136). 

(60) The rate of the loan offices is somewhat lower than that of 
money-lenders, but they charge different rates in the case of diffei*ent 
bonwvers and dq not enquire into the purpose of the loan and are 
prepared to make advances even for unproductive purposes. Cheap and 
uncontrolled credit will hardly benefit the raiyat (paragraph 137). 

(61) The Land Improvement Loans Act of 1883 has been rendered 
infructuous by a fundamental defect in the Act itself, viz., that no 
loans can be advanced by Government under the Act for the redemption 
of old debts and consolidation of holdings — the two essential pre- 
requisites for agricultural improvement (paragraph 138). 

(62) The existing co-operative' societies are quite unsuitable agencies 
for making long-term advances (paragraph 139), 

(63) Thus the existing facilities in Bengal for long-term credit are 
at once inadequate and unsatisfactory (paragraph 141). 

(64) The real problem in Bengal is to set up an organisation 
ihroagh which the risks of agriculture as an enterprise may he so well 
distributed that long-term capital may flow into it (paragraph 143). 

(65) A State-owned and State-managed land mortgage bank will be 
unsuitable for Bengal. It will not foster the spirit of self-help and 
self-reliance among the agriculturists (paragraph 144). 

(66) A joint stock land moirtgage bank providing loans on cheaper 
terms than those of existing institutions would not be an unmixed 
blessing for the raiyat (paragraph 145). 
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^bl) In Bengal land inontgage banks'- of tbe eo-DperatiTe type wO'iiM 
be suitable, aiid tbeir saiccess can . be assiired by. grafting them on to 
tbe existing co-operatiTe central banks. ' The' 'real adYaiitage of tbe 
C0"0'peiativ,e, bank is^ tliaf it avoids tbe danger of cbe',ap .: .credit by 
ensniing . proper . use of tbe loan ■(■paragrapb' '-146). 

(68) In addition to- land moidgnge. credit granted to tbe present 
members . of tbe rural societies, separate arrangements shonld be^ made 
.for granting long-term credit to ■ persons wbo' are not, nor likely' to 
be, members of sncb societies (paragrapb 147). 

..(69) There is no vali'd reason for shirking responsibility for loans 
on the part of rural societies, whose^ recommendations can hardly have 
any value unless thev are prepared to be answerable for it (j>aragrapk 
148 ). 

(70) A fixed proportion as to the share of the liability of the rural 
societies need not be laid dovm ; it can only be settled by mutual 
agreement between them and the financing body (paragraph 149). 

(71) There is at present hardly any use for a separate land mort* 
gage bank in Bengal. If the centrai banks carry on this business, 
economy and efiieiency of management will be secured. Central banks 
should be* required to open up land inortgage departments, the extra 
sli are capital required being subscribed partly by afS Hated rural 
credit societies and partly by other limited liability societies to be 
started for substantial agriculturists and rent receivers. liong-term 
loans from 5 to 20 years, not exceeding half the value of the land 
mortgaged, are to be granted by this department (paragraph 156). 

(72) To secure a sufficient volume of long-term tonds to achieve 
the purpose, the bulk of the share capital of the central banks, 
which is not refundable, may be safely employed for land mortgage 
loans. A moderate proportion of the reserve fund may also be 
employed for the same purpose. And there is no reason why land 
moifgage bonds or debentures should not be popular if they are suffi- 
ciently safe and adequately remunerative and are brought witliin easy 
reach of small investors (paragraphs 157 and 159). 

(73) All the world over, land mortgage bonds or debentures carry 
with them some form of State aid (paragi*aph 160). 

(74) The best forni of rendering it will be for the Government to 
guarantee only the interest of such debentures, subject of course to 
such control as may be required by them for discharging this 
responsibility (paragraph 161). 

(75) Direct State subsidy, as in England, will not be justifiable as 
the circumstances here are different (paragraph 162). 

(76) It is not possible to recommend more frequent revision of the 
settlement records (j>aragraph 163). 

(77) Conferring summary powers for foreclosure and sale on co- 
operative land mortgage banks is theoretically unsound. Fo3\ apart 
from undue rigour to borrowers, they must lead to laxity in scrutinising 
the security and to carelessness in fixing the amount of the loan 
(paragraph 164). 

(78) The land mortgage bonds should be included in the list of 
Trustee securities (paragraph 165), 

(79) These bonds should be .issued only by the Provincial Co- 
operative Bank and only up to half the value of the land covered by 



mortgages, and should not exceed fifteen times the paid-up capital 
and reserye fund earmarked for the land mortgage department of the 
central bank concerned. At least two trustees elected by the deben- 
ture-holders should be associated with the persons appointed by the 
State in the administration of the Provincial Bank. The bonds should 
be for small amounts, say Es. 50, and fully negotiable. If desired 
by a lender, bonds should be made out to bearer, with interest coupons 
attached in the usual way. A sinking fund should be set up for the 
redemption of bonds, and should be freely utilised in order that bonds 
may never fall to a discount. Both sale and purchase of bonds at 
standard rates should he freely undertaken by all co-operative central 
banks in order that there may be as wide a market for them as 
possible (paragraph 166). 

(80) Chapter VII. — In Bengal there is practically no thoroughly 

organised market for any agricultural produce (except tea, which 
can hardly he regarded as a purely agricultural product) (paragraph 
167). ^ ' 

(81) The existence of a variety of middlemen intervening* between 
the growers and the consumers is one of the chief defects of the present 
system of marketing (paragraph 173). 

(82) In the present state of the organisation of the market, the 
middlemen are perhaps indispensable to both the grower and the 
wholesale merchant, not only because they constitute a series of 
collecting agencies in the outlying rural areas, but also because they 
have a definite and well regulated arrangement among themselves for 
providing credit (paragraph 179). 

(83) Diversity of weights and measures prevailing in different 
localities is another defect. This difficulty can be removed by 
standardizing the weight in all centres (paragraph 173). 

(84) The greatest difficulty in marketing, however, lies in the 
absence of definite standards of quality, which often disorganises the 
jute market in Calcutta (paragraph 174). 

(85) The standards should he made definite by some special legis- 
lation on the lines of the American Cotton Standards Act, and any 
difference arising between the buyers and the sellers should be settled 
by a statutory arbitration board composed of representatives of both 
the parties (paragraph 175). 

(86) Direct sale to the mills is practically closed to the Indian 
brokers. The Indian merchants are compelled to sell through European 
firms of brokers (paragraph 176). 

(87) Lack of organised markets in the mufassal operates as a 
formidable obstacle in the way of the cultivators realising a fair price 
for their crops (paragraph 180). 

(88) The remedy suggested by many witnesses is the establishment 
of pools and co-operative sale societies, but such societies already 
established, are not working satisfactorily (paragraph 181). 

(89) The establishment of licensed warehouses is a real need for 

the improvement of the economic position of the agriculturist (para- 
graph 186). . - - Vi 

(90) It is, however, not absolutely necessary that they should be 
organised only on co-operative lines. There is no special' reason why 


thev establisliment ofr by . tbe agency of men ' qualified by 

training’ and experience to manage them should not be encouraged. 
In fact, the provision ^ for credit and storing facilities are two separata, 
functions ; which can very well ‘ be .discharged by different agencies 
•(paragraph, 186). , ' , ' 

(91) The establishment of warehouses should be iindertaken, in 
the present condition of Bengal, preferably by private enterprise. An 
enabling statute may be passed for the purpose on the lines of the 
TTnited States Warehouse Act, adapting the provisions of the latter 
to the circumstances of each trade and locality in Bengal. We do not 
approve of the restrictions contained in the American Act, which 
confine the grant of license to ‘/persons’’ connoting a “a co-operation 
or partnership of two or more persons having a joint or common 
interest” (section 2). The privilege under a similar Act in this 
province should not be denied to any individual who intends to start 
warehouses on a proprietary basis ; otherwise the chance of success for 
fhe measure will be seriously jeopardised (paragraph 186). 

(92) A scheme for training, examining, certifying and licensing 
measurers and graders should be formulated by Government and brought 
into operation as soon as the Act is passed (paragraph 188). 

(93) The initial difficulty of establishing, licensed warehouses will 

be mmimised if the existing* be prepared to make the neces- 

sary alterations to their existing warehouses and convert them into 
licensed warehouses (paragraph 187). 

(94) In places where no private enterprises will be forthcoming, 
licensed warehouses will have to he formed on a co-operative basis, 
the capital being raised by shares subscribed by the producers, and 
by loans from co-operative financing agencies (paragraph 187). 

(95) They should not be mixed up with the sale and supply 
societies, which should develop on independent lines (paragraph 187). 

(96) It is necessary to legislate for the better organisation of 
markets. The establishment of organised jute markets in Bengal, on 
the lines of the cotton markets in Berar, under a special enactment 
will confer a much-needed benefit on the cultivator (paragraph 189). 

(97) The importance of jute as a commercial product and the 
periodical fluctuations of its price at different times of the year point 
to the need of setting up a Futures market, facilitating hedging 
operations so as to impart a steady tone to the movements of the price 
of the fibre. A properly organised Futures market should be 
established by legislation (paragraph 190). 

(98) The East India Jute Association, as it is constituted at present, 
does not vsatisfy the essentials of such a market, and the representation 
of agricultural interest in it is very remote (paragraph 190). 

(99) At present the inter-district and inter-provincial trades C- 
Bengal are practically financed by the traders themselves who are 
mostly Indians. Practically no facilities are available- from local 
banks in the mufassal, except in places wffiere the latter choose to make 
advances against railway receipts (paragraph 191). 

(100) The establishment of an organised market in Calcutta with 
an adequate number of licensed warehouses is necessary to provide to 
the Indian merchants proper storing and financial facilities which are# 
at present insufficient (paragx’aph 194). 



(101) Chapter VIII. — Existing -cTedit facilities for . inteimaL trade 

of the proviEGe are very limitecl. l^egotiaUe instrume^^ seldom 

used. AccommodatiGn required by wholesale dealers of Calcutta is 
generally obtained by borrowing on hundis, and these niercliants also 
grant credit to their clients. In rare cases, when there are ^ convenient 
banking institutions in the locality, the bill of lading is used as 
security for discounting the hundi drawxi by a inerchant on his 
Calcutta principal. All other transactions in the internal trade are 
on cash basis (paragraph 202), 

(102) For satisfactory carrying on of the internal trade of the pro- 
rince extensive credit facilities are required under the following 
categories: — 

(i) For goods stocked either in Calcutta or in mufassal before sale 
or despatch : Establishment of licensed warehouses is the best way to 
secure credit. 

(ii) For goods despatched from mufassal to Calcutta during 
transit: Accommodation can be obtained only if there are adequate 
banking facilities in the mufassal centres. 

(iii) For goods sold on credit: The best arrangement would be the 
introciuction of trade acceptances (discmssed in Chapter X). It wall 
be a gTeat improvement if in commercial debts and in transactions 
between wholesale and retail merchants the practice of drawi’iig bills 
to be accepted by the debtor grows up (paragraph 203). 

(103) Many incidental modifications in the Indian Negotiable 
Instruments Act, such as the reduction of the present stamp duty and 
improvement in the negotiability of clean bills, will be necessary 
(paragraph 203). 

(104) Provision of credit facilities for financing an individual to 
take up a definite occupation does not appear to be feasible in the 
present economic and educational state of the country (paragraph 204). 

(105) If credit is necessary to provide a man with the implements 
for work, it is equally so to provide him with food w^hile he is wauting^ 
to earn, especially in consideration of the fact that the income of the 
majority of the population of the province is intermittent (paragi'aph 
205), 

(106) For goods of slow’' consumption and high price, sale on credit 
is the only means by w’'hich the ordinary purchaser can buy. In 
Calcutta, though not in the mufassal, there is a vast scope for 
developing the system of hire-purchase or the instalment payment and 
particularly in offering to middle-class population facilities for acquir- 
ing houses and other tangible assets (paragraph 205). 

(107) Chapter IX « — The existing financial facilities enjoyed by tea 
gardens appear to be sufficient (paragraph 214). 

(108) It is not nnderstood why serious attempts are not made for 
building substantial reserves., seeing that high dividends are paid by 
such concerns. If the dividends be limited to, say, 15 per cent, for a 
few years, and the rest of the profits carried to the reserve, most of 
the gardens wall be able to accumulate sujfficient funds for meeting their 
annual recurring expenses from this fund. Borrowdng wall then be 
unnecessaiy and the interest on loans saved. The result will be larger 
dividends in future (paragraph 214). 

(109) Bengal contains a large variety of middle-sized industries,, 
mostly in and round Calcutta. Many of them are large enough to be 
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; broiigM' witMn category of a. factory as defined in tiie Factories 
•Act: of :1922 .(paragTapli ' 215). 

( 110 ) Industrial establislinients, whetber joint-stock companies or 
owned by individual proprietors or partnerships, have to depend in 
many cases on borrowed funds. The initial capital is' alniost always 
exhaiisted in setting up the factoiy with the necessai^ equipment, and 
loans have to be talpn for meeting the deficiency in working funds. 
These loans are obtained with great difficulty by the Indian industrial 
concerns, and on terms which seriously handicap them in carrying 
through their operations. Sufficient credit facilities are at present not 
available from banks (paragraph 216). 

(111) The loans so far granted to them by the Imperial Bank are 
far from being commenstirate witli tbeir requirements in regard to both 
the amount and the period of the advances (paragraph 216). 

(112) The industrial concerns have to depend largely on the accom- 
Tnodation provided by the indigenous hankers and monej’^-lenders 
usually in the form of advances against hundivS drawn by the owners 
in their personal capacity (paragraph 216). 

(113) On account of the absence of suitable financing agencies, 
industrial concerns in Bengal are not flourishing. It is imperative 
that some method should be devised to ensure the stability and develop- 
ment of such industries (paragraph 217). 

(114) The existing joint stock banks, though distinctly commercial 
in character, render some assistance to the industries by financing the 
imports of materials used in manufacture. Such assistance vshould be 
given more freely. The joint stock banks can and should take a 
greater advantage of this legitimate channel of investing their funds 
and thus render more valuable assistance to the industrialists (para- 
graph 218). 

(115) The task of valuation of the materials and stock of finished 
goods, against which advances are sought, should be taken up by some 
reliable agency, and suitable provision should be made to insure them 
against incidental loss (paragraph 218). 

(116) It is essential that a special type of industrial banks should 
be organised for systematic and regular financing of middle-sized and 
large industries. Their success, however, will depend largely on the 
financial assistance they may obtain at the hands of Government either 
direct or by way of a guarantee of a minimum dividend or the interest 
on the debentures (paragraph 219). 

(117) Until such banks are established, some measure of direct 
State assistance is necevssary for giving immediate relief to the 
struggling industries. A State Aid to Industries Act should be passed 
in tliis province without any further delay, similar to the Act passed 
in Madras and Bihar and Orissa, with modifications on more liberal 
lines (paragraph 220). 

(118) Although such an Act may not find a permanent solution of 
the general problem of industrial finance, it may help the gTowth and 
development of particular industries (paragraph 220). 

(119) The problems faced by the cottage industries relate not only 
to their finance, but also to the marketing of their output. The sal- 
vation of such industries lies in co-operation (paragraph 221). 

(120) The‘ societies should be organised on an extensive scale, a 
certain number of primary societies being combined into central 
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fijiaiicing unions, and tlie latter federated into the Provincial Co- 
operative Bank for fiiiancmg, and into another provincial organisa- 
tion in Calcutta for wholesale purchase and siipply of and 

for collection and sale of finished articles (paragTaph 221). ^ 

(121) The Department of Industries should, with greater earnest- 
ness, address itself to the task of improving the technical vskiil and 
methods of production of the artisans, and the movement of the 
co-operative organisation should be encoiiraged by closer co-ordination 
between that department and the Co-operative Department (paragraph 
221 ). 

(122) Government should undertake greater financial responsibilities 
to foster the movement, and we endorse the recommendations made on 
their behalf at the conference of the Agricultural, Industries and 
Co-operative Departments held on the 12th July 1922. They are 
applicable with equal force to the present conditions (paragraph 222). 

(123) The cottage industries subsidiary to agriculture do not give 
the agriculturists full employment for the whole year. In some cases 
the traditional subsidiary occupations have been lost by the severe 
competition of cheap articles produced by large factories both in India 
and abroad (paragraph 223). 

(124) The subsidiary occupations carried on at present on a modest 
scale do not require much outside financing (paragraph 224). 

(125) Chapter X « — The primary requirement for the expansion of 
banking organisation in the country is a well-organised money market 
with a central bank at its bead to control credit as well as tbe 
currency policy (paragraph 225). 

(126) There has been as yet no effective control of credit in India 
by any authority (paragraph 225). 

(127) The defects of the existing system are obvious and the remedy 
lies in the development of credit instruments and the establishment of 
a central bank which will foster the growth of credit organisations 
and bring about greater cohesion among the component parts of the 
money market of the country (paragraph 225). 

(128) If preference is given by the banks to Bills of Exchange in 
the shape of Trade Acceptances in matters of discount, the practice of 
drawing hills will vsoon develop to the immense benefit of all parties 
concerned (paragraph 230). 

(129) It is not desirable to encourage the use of pro-notes in trade. 
The pro-note does not offer a certainty that the proceeds will be actu- 
ally used for pioductive purposes and commercial operations (paragraph 

(130) The experiment of establishing public warehouses (prefer- 
ably by joint stock companies) in important mufassal centres under 
strict Government control, is well worth trying, although its success 
wdll depend mainly on private initiative (paragraph 233). 

(131) The existing scale of stamp duty on Bills of Exchange, includ- 
ing huiidis, is high. It is a well-known fact that owing to the high 
stamp duty on the hundis the parties avoid it by taking recourse to 
a Purja, which is not negotiable and cannot be discounted. Total 
abolition or even a vsubstantial reduction (say, to 3 pies per Es. 100) 
of the existing stamp duty will certainly popularise these instruments 
(paragraph 235). 
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(132) A distinction sliould be made between bills payable within 
a year of issue or sight and after that period. The latter kind of bills 
are really accommodation papers and, as such, should be excluded from 
the benetit of reduced stamp duty. Bills and hundis drawn in the 
province are, however, mostly for periods less than a year. The 
reduction of the stamp duty, as suggested, is therefore expected to 
give an impetus to the practice of drawing bills and thus foster the 
growth of banking habit (paragraph 235). 

(133) A standard form may be introduced for the bearer hundi 
w^hich would alwaj^s retain its bearer character. No one should, how- 
ever, be compelled to use such an instrument unless he wanted to do 
so. No standard forms should be prescribed for hundis pay- 
able to order. Most of the hundis in the province are of the latter 
category. There will thus be no unnecessary interference with the 
existing system (paragraph 238). 

(134) The consensus of opinion is that the system of note-cutting 
i$ an advantage, and, till the banking organisation has expanded, the 
facilities to obtain refunds of the lost half notes should be reintroduced 
(paragraph 239). 

(135) AiTangements should be made for transferring Savings Bank 
deposits by letters of credit (paragraph 239’). 

(136) Every effort should be made to further develop the system 
of remittance through indigenous bankers, who as well as the loan 
offices should be linked with the money market in Calcutta. The cost 
of remittance is then sure to come down (paragraph 239). 

(13T) Chapter XI .—Since the enactment of the Co-operative 
Societies Act in 1912, the progress of the movement has been remark- 
ably fast (paragraph 240). 

(138) On the 30th June 1929, there were 16,889 agricultural credit 
.societies with a membership of 407,552 and a working capital of 
Us. 4,21,19,119. In spite of its magnitude the movement has reached 
only a very small proportion of the rural population. Societies have 
been established in only one out of five villages in the province, and 
the proportion of agriculturist families benefited is only about one in 
fifteen (paragraph 241). 

(139) The co-operative movement has done a great deal to encour- 
age thrift. Out of the^ total working capital of 421 lakhs, 40 lakhs 
represent the share capital, 16 J lakhs the deposits of members, while 
the reserve fund exceeds 65| lakhs. All these sums of money may be 
considered to have been saved by the members (paragraph 241), 

(140) The normal societies are 0 class and number 10,177 out of 

T3,442'' (paragraph 242). ^ 

(141) The members of co-opeiative societies have taken advantage 
of the principles of co-operation to improve their economic condition 
in directions other than that of credit (i)aragraph 243). 

(142) But the greatest benefit that this movement has conferred 
on them is the inculcation of the virtue of thrift (paragraph 244). 

(143) It has brought the benefit of life insurance within easy reach 
of the rural population (paragraph 244). 

(144) In every locality, where co-operative societies have been 
established, the rates of interest charged by the local money-lenders 
have come down (paragraph 245). 
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(145) Tlie moveiiient 'bas-'' spread towards other ^ than 

credit, and four classes of non-credit societies have been organised — 
(i) the Agricultural Purchase and Sale Soeieties, (ii) Irrigation 
Societies, (iii) Production and Sale Societies, and (iv) Agricultural 
Associations (paragraph 246). — ^ 

(146) Since 1924, a serious attempt has been made to give the Jute 
cultivator a fair share of the value of his produce b^^ the organisation 
of the jute sale societies. We consider that the ideal of these societies 
is most commendable, hut the j do not appear to have been worked on 
the right lines in the past. A careful enquiry by experts must be 
made without any further delay before the department decides to 
continue or further extend the movement. They have vast possibilities 
if run on proper lines (paragraph 247), 

(147) It is doubtful whether there is any necessity for foiniing the 
societies called ^‘Agricultural Associations’^ as separate institutions. 
Their duties could he performed quite as well and more economically by 
the credit societies themselves or by the sale and supply societies 
(paragraph 251). 

(148) The urban banks have been able to gain the confidence of 
the public and to attract sufficient local capital. These societies api>ear 
to be run on good business lines. They have been able to reduce theii‘ 
lending rate to 6 per cent, (paragraph 252). 

(149) The societies organised among the sweej>ers employed in the 
municipalities, deserve special mention. Their progress has been 
remarkable and in almost every case the members have been freed of 
the debts they owed to private naoney-lenders (paragraph 252). 

(150) The town banks, composed of the residents of small towns 
and comprising pi'ofessional men, traders as well as other classes, of 
urban people of limited means, cater for the needs of the middie-class 
people and are generally well managed and vsuccessful (paragraph 
253). 

(151) Although some of the town banks finance the small traders 
to a certain extent, there are no separate organisations for financing 
small tradesmen such as curatdars, shopkeepers, be par is ^ f arias and 
pedlars. Sufficient credit facilities should be provided for them by 
the organisation of traders’ co-operative banks (paragraph 263). 

(152) Non-agTicultiiral pnrchase and sale societies or co-operative 
stores have not generally proved successful. Tlie management in many 
cases is inefficient and in some cases perhaps not quite honevst. Tl/e 
working of institutions like these ought to be in tlie hands of professional 
tradesmen and not amateurs (paragraph 255). 

(153) The artisan societies are not very successful as yet, the 
principal reason being the difficultv in marketing the produce (para- 
graph 256). 

(164) The central banks, which are federal oiganisations to finance 
primary societies, have secured the confidence of the public, as is 
indicated by the fact that they have raised deposits to the extent of 

over .226 lakhs out of the total working capital of 392 lakhs (itaragraph 
258). ■ . ^ M ^ r 

(155) We examined the working of several of these important 
institutions and found them all working on sound lines and in a per- 
fectly businesslike maimer. These central banks can be entrusted with 
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©tiler responsible work: such as tke ' management of land mortgage 
banks .(paragraph '258),. : 

^ ^ ^ ( 156 ) The PrO'yinciaT Ba.nk is the a.pex , bank of co-operative orga- 
nisatioii. During the last five years its working capital has risen from 
Us. 61 , 20,085 to Es. 1,71,90,645. We do not approve of the inclusion 
of primary societies as members of' the Provincial Bank unless ' they 
have no local financing bank to which they can be conveniently affili- 
ated. A priniaiy society should never be affiliated to more than one 
financing institution, and if already a member of a central bank, 
sbould not be admitted as a member of the Provincial Bank also 
(paragraph , 261 ). ' 

(157) This movement is beset with the folio %ving difficulties:— 

(i) The co-operative societies deal mainly with the poorest class 

of people, the majority of whom are illiterate (paragraph 
262)., 

(ii) Oonservative nature of the people of this country, which 

makes them look upon evei^y innovation with suspicion 
(paragraph 262). 

(iii) Grrinding poverty which leads to apathy (paragraph 262). 

(iv) The members of rural societies do not often possess the 

necessary knowledge of the principles of co-operation. 
Want of education is at its root (paragraph 263). 

(158) The authorities who appoint inspectors and supervisors 
should select these officers with the greatest care and see that they 
possess, together with the requisite knowledge, that amount of 
patience and tact which is required for teaching the ignorant and 
illiterate villagers in economic principles of co-operation (paragraph 
263). 

(159) Whatever may be true of the average villager, it cannot be 
denied that there are in every village a few agriculturists who are 
thriftless. It is doubtful whether the spread of education alone will 
effect any improvement in this respect. We can only hope that wide 
extension of the co-operative movement will make the people under- 
stand the necessity of thrift and reduce indebtedness (paragraph 264). 

(160) Whether the recent amendments of the Bengnl Tenancy Act 
have improved the credit of the raiyat, it is yet too early to say. But 
the smallness and fragmentation of the holdings will always be in the 
way of his obtaining credit that the value of the property would 
otherwise entitle him to (paragraph 265). 

- (161) Cine should be taken to form societies composed of members 
of the same status and x>ossessmg* common interests, otherwise difficul- 
ties may arise (i)aragraph 268). 

(162) The movement has also to fight against the counter-attrac- 
tion of facile credit obtainable from the money-lenders (paragraph 266). 

(163) Joint and unlimited liability, said to be another handicap, 
is absolutely essential for agricultural credit. Sjrread of education 
and teaching of the general principles of co-operation can alone dispel 
the misapprehension (paragraph 267). 

(164) The greatest defect, however, is the paucity of inspecting and 
auditing officers, and for this the Government of Bengal is responsible. 
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The BioTeineiit has not received the same amount of assistance from 
this Goveriimeiit as from other Governments in India. The progress^ 
already made itnd jneseiit prosperous conditions must he attributed to* 
the devoted care and labour of the non-official workers and the central 
banks (paragraph 269). 

(165) The Bengal Government should strengthen the inspecting- 
and auditing staff adequately without any further delay (paragrapk 
269). 

(166) The time has come when a comprehensive scheme for the 
thorough training of all inspectors, auditors and supervisors as well 
as non-official workers in every branch of their duties should be 
prepared and carried out (paragraph 270). 

(167) The preparation and maintenance of statements of properties, 
and debts of the members of the societies with unlimited liability is 
sadly neglected in many places. The importance of this work should 
be impressed on the panchayat of every society by the central banks 
and the insuectors, auditors and supervisors, and they should examine 
and test those statements every time they visit the society and make 
necessary corrections (paragraph 271). 

(168) When the central bank is satisfied that a member of the 
panchayat has defaulted and the pancha^^at refused, when called upon„ 
to mitiate a dispute’’ case against him, the bank should be 
empowered to do so, on behalf of the society., No change of law is. 
required if the central bank is allowed to take a power of attorney 
from the society at the time of application, and in case of affiliated 
societies, before a new loan is granted, empowering it to institute 
and conduct dispute cases against defaulting members of the society 
on itvS behalf (paragraph 273). 

(169) Supervisors should note at inspections whether the members- 
of the panchayat have taken disproportionately large loans, and if so, 
the central hanks should consider the matter at the time of granting- 
new loans (paragraph 274). 

(170) To prevent delay in getting loans in primary societies the 
only remedy is to allow the^ society cash credit in the central bank 
against which it can draw in case of emergency. The Registrar has 
advised the grant of such cash credits in case of A or B class societies 
only. The central banks should grant cash credits much more freely to 
every society that they consider to be deserving of the privilege 
(paragraph 275). 

(371) Unless the area of its operation is too large or the means of 
communication exceptionally bad, no central bank should he split up 
before the number of its affi^liated societies reaches 300, and even then 
no new central bank should be formed until a sufficient number of 
men of intelligence and influence and possessing knowledge of co- 
operation can be found in the locality to form its direct oi^ate {para- 
graph 276). 

(172) The assistance given by the department to industrial 
societies is inadequate (paragraph 277). 

(173) State aid is not necessary in the present stage of development 
of the agricultural or urban credit societies, but it is essential in the 
eas(* of all new forms of co-operation, provided that thev cannot develop 
without such State aid and that the aid is withdrawn* as soon as they 
can stand on their own legs (paragraph 277). 
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(174) 111 tlie case of artisans’ societies tlie inspectorate should be 

coiisideraMy streiigtheiied and selection ■should be made from men 
teainecl iii ' the^^ Industries (paragraph; 277^r '' ' ' r: 

(175) The purchase and sale societies also require considerable 
amount ; of State aid in the experimental stage of Their development. 
They are bound to> suffer losses in the first years, if they have to pay 
the rate of interest that the Provincial Bank charges (paragraph 278). 

(176) For such societies, specially the jute sale societies, 
liberal State loans should be given at the lowest possible rate of 
interest until they can aceumulate sufficient reserves. For their block 
expenses on buildings and plants also liberal State grants or at least 
State loans without interest should be given. In case of jute sale 
societies State aid should not be given unless on the recommendation 
of the committee of experts already suggested (paragraph 278). 

(177) All new and experimental departures in the field of co- 
operation will be dependent for their success, in the first instance, on 
State aid (paragTaph 278). 

(178) The initial expenses incurred by purchase and sale societies 
should be paid off by Grovernment, and the Begistrar’s Development 
Ftoid strengthened to such an extent that these experiments may be 
continued on a steadily increasing scale for a sufficient number of 
years (paragraph 278). 

(179) The co-operative stores in urban areas are almost all 
unsuccessful. They should be liquidated and no new stores formed 
either in urban or in rural areas unless there is clear evidence of 
loyally and co-operative spirit among the members (paragraph 279). 

(180) All primary societies, agricultural as well as non-agrioiil- 
tiiral, should be encouraged, either individually or through the 
financing institutions, to make co-operative indents for the require- 
meuts of theii members and supply them on cash or credit according 
to the circumstances of the members (paragraph 279). 

(181) We cannot recommend loans to depositors or premature 
withdrawals as a matter of right in the case of institutions which 
finance primary societies (j)'aragraph 280). 

(182) Within the limitation that the coi-operative banks cannot 
giant loans to non-members, there is no other legal bar to any genej'al 
banking business being taken up by them, and the Provincial Bank, 
the central and the urban banks are^ institutions which can undoubtedly 
make reasonable claim to do banking business (paragrapli 281). 

(188) Their suitability as a general banking organisation cannot 
be seriously questioned (paragraph 282). 

(184) Opening of current deposit accounts and introduction of the 
system of payment- by cheques,- by some of those banks, have given an 
impetus to the growth of banking habit (paragraph 283). 

(185) hlovenient of money is one of the most important functions 
of a bank, and it should be facilitated in all possible ways. Though 
discounting of bills of persons other than members is not permitted 
by the law, bills may be accepted without any prejudice for purposes 
of collection of money due, as this method only helps in remittance of 
funds (paragraph 283). 
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(186) Tlie main fiiiiction'- of -.a .central bank is tlie financing of 
primaiy societies, and at the present stage of the co-operative move- 
ment, its attention or any portion of its resources should not be 
diverted to other activities for the sate of increasing the profits, in 
other words, the claims of the Directors of the central banks to under- 
take commercial banking cannot be supported (paragraph 285). 

(187) Wany of the objections are inapplicable in the case of the 
town banks, which generally cater for the needs of the middle-class 
people ineluiling traders and industrialists of the province (paragraph 
286). 

(188) A network of co-operative hanks of the urban type should 
be organised in all bazars, bandars, marts and other impoidant trade 
centre'^ for noi. only financing the small traders and indiistrialists but 
also for providing facilities ior refiiittance and collection of bills 
(paragraph 287). 

(189) Gash credit, which is the most commercial form for providing 
financial accommodation, should be extensivelv employed (paragraph 
288). 

(190) Town banks can also help their members by discounting 
hundis, promissory notes or the negotiable instruments and the com- 
mercial bills (paragraph 289). 


(191) Advancing loans against goods in stock will not he within 
the resources of such town banks (paragraph 290). 

(192) These should be much more freely assisted by the Provincial 
Bank than they are at present. The Imperial Bank should also; be 
prepared to grant concessions by way of cash credit much more freely 
than at present and rediscount their bills (paragraph 291). 

(193) If, as has been suggested, all deposits be taken by the apex 
'hank, ihere is likely to be a falling ofi of the deposits," for, no 

Provincial Bank will he able to gain the same amount of the confidence 
of the^ people of the mufassal towns and 'villages, nor will it be easily 
accessible to them (paragraph 292). 

(194) The present system of lending by the Provincial Bank to 
the central banks and by the latter to the primary societies, is the 
best possible arrangement (xiaragTaph 293). 


^ (195) The suggestion that the central banks and financing unions 
might he branches of the Provincial Bank is not approved (paragraph 
..■"294).. 

(196) Free inter-lending between different co-operative banks, 
whether in the same district or not, is not recommended (paragraph 
295). .. . . , . ' ^ 


(197; The recommendation of the Boyal Commission on Agricul- 
ture in paragraph 379 of their Report, as regards certain concessions 
to the co-oi>e,vative movement, are endorsed (paragraph 296). 


(198) Interest derived from the Government securities, held as an 
investment of the reserve fund, should be exempt from income tax. 
I he iiicorae derived from all investments within the movement should 
not be iiicjuded in the total income for determining the apwopriate 
assessable rate for income tax or super tax, for all this income is not 
leaiiy propel* We are unable to recommend that the Government 
seounties held for other reasons, . e.g., for temporary employment of 
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fiirid.^ 'during slack season/ skould be exempt fro'm ■ mcome,,, 
(paragrapli; 29.7). ; 

(199) Realisation of dues from a defaulting member througli the 
arrear collection department of the Collector, instead of through the 
civil court as at present, should he permitted (paragraph 298). 

(200) As regards deposit of funds of the Court of Wards, 
muni cipalitiesv district and local boards, etc., in co-operative banks, 
experiments may be made in cases of selected banks (paragraph 299). 

(201) The respective spheres of activity of the joint stock hanks 
and the co-operative banks being widely apart, there does not exist at 
present any scope for a closer relation between them (paragraph 301). 

(202 ) Inter-lending between co-operative banks and ’ loan offices 
should not be allowed in the present state of their finances (paragraph 
3.02).' ■ 

(203) Relation of the co-operative hanks with the Imperial Bank 
is new closer and more cordial through the efforts of the Provincial 
Banks. Facilities granted by the Imperial Bank have been of material 
assistance to them. These should be more freely extended. The 
pro-notes of the rural societies should form valuable collateral security 
(paragraph 303). 

(204) Chapter XII ■—In this province there is no necessity at 
present for any protective legislation on the lines of the Deccan 
Agriculturists’ Relief Act, the Punjab Land Alienation Act or 
Chapter VII-A of the Bengal Tenancy Act. On the other hand, 
restrictions on the free transfer of land by an agricultural tenant, 
where they exist — as in certain Government estates in the Western 
Duals, Darjeeling and the Chittagong Hill Tracts — should he removed, 
so that his credit may not suffer (paragraj>h 306). 

(205) The consensus of informed opinion is that the Usurious Loans 
Act is inoperative and has failed to give the relief that it was. intended 
to afford (paragraph 308). 

(206) Almost all the Distiuct Judges of the province ascribe the 
reluctance on the part of the courts in giving relief under the Act to 
the baffling effect of the decisions of the High Court and the Privy 
Council (paraginph 309). 

(207) But from an examination of these rulings it seems there is a 
certain amount of confusion in the minds of some of the judicial 
offieeps. There is a tendency to apply the principles enunciated in 
decisious under the Contract Act to cases under the Usurious Loans Act. 
The principles laid down in o-ne class of cases cannot be applicable to 
the other, if they confiict with distinct provisions of the respective Acts 
(paragraph 310). 

(208) If the money-lender by his own act piles up compound 
interest at such a pace as would make the result after a few vears 
oppressive and unconscionable, relief would certainly be iustifiable 
(paragraph 311). 

(209) It is quite clear from the Act that the defendant’s presence 
is not necessary and the^ suits can be ^ decided parte. The 
misapprehension in the minds of some judicial officers in this respect 
can only be dispelled by a clear and explicit provision in the Act 
(paragiaph 312). 


17 



m 


(210) 'The evils of lisury ■■■are as- ■ great aiid wM as 

anywhere else in the world (pai^agraph 318). 

■ /211) It is essential for the ■enforcement of 'any against 

money-lenders that they should he licensed and tlieir names and 
addresses should be registered (paragraph 320). 

(212) We recommend legislation for the registration of prof es- 
sioiiii nioney-lenders only and not for casual money-lenders (paragraph 
320). 

( 213) This measure will do away with the evils of itinerant money- 
lenders (paragraph 320). 

(214) Although other countries have fixed „ niaximimi rates of 
interest for all cases, it would not be right in the present condition of 
oui“ country to do so in the case of unsecured loans. The Usurious 
Loans Act might he left to check abuses in case of these loans (para- 
graph 321). 

(215) Secured loans stand on a different footing, and in case of 
such loans the maximum rates* should be fixed according to the special 
circumstances of each province and, if necessary, for different parts of 
the same province, and of the different classes of boiTowers' such as 
agriculturists and non-agiiicultiuisi/s (paragraph 321^). 

(216) Legislation limiting the total accrual of interest to the 
amount of the principal originally lent is recommended (paragraph 
322). 

(217) If the maximum rate of interest as well as the maximum 
amount of interest are fixed, reduction of the existing periods of limita- 
tion will not be necessary (paragraph 323). 

(218) The cumulative effect of compound interest is not easily 
realised. The time has come when legislative measurers should be 
adopted to save the boiTowers from the consequences of compound 
interest. Ihovisions .similar to those of section 7 of the; English 
Money-lenrers' Act of 1927 should be enacted in India (paragraph 
324). 

* 

(219) To give protection to' the borrowers who have taken unsecured 
loans, it should be provided, on the lines of section 10 of the English 
Money-lenders^ Act, that any rata in excess of 48 per cent, shall be 
presumed by the courts to' be ‘'excessive'' within the meaning of the 
Usurious Loans Act, though a lower rate also may be found to be so 
( 2 >aragraph 325). 

(220) ..To stop the evil of alluring advertisements by money-lenders, 
provisions similar to those under section 5 of the English Money- 
lenders' Act should be enacted (paragraph 326). 

(221) Tlie money-lenders should be bound, on reasonable demand 
being made and on payment of a small fee, to supply the debtors with 
all informaiions as to his debt. A certified copy of the bond or of the 
account^ of the debtor in the creditor's books must also be supplied, 
when ;similarly demanded, on payment of a fee. The legislation 
should closely conform to the terms of section 8 of the English Money- 
lenders' Act (paragraph 327). 

(222) 5^uch impositions, as- gadi salami, should be stopped on the 
linas of section 12 of the said Act (paragraph 328). 



(223) False) deceptive or misleading representatioii by a money 

' lender should be made punishable, 'as' in section 4 , of the, Engdish Act 
.(paragT'aph, 329). 

(224) Habitual usury should be made a crimiiial offence (para- 
: graph 330,)'. ' 

(225) Possible evasion of the proposed legislation should not deter 
the legislature from enact in g a just and necessary measure. Such nn 
Act ishould tend to educate and strengthen public opinion (paragno'ii 

■m).'.' ■■ V'^ " 

(226) Lowiering the limit of debt so' a& to provide the benefit of 
insolvency to- the poorer agricultinist will not be of much help tbi 
them, as they are unable toi repay a debt of even Hs. 100 or Rs. 200. 
This will convert them into landless labourers (para graph 333). 

(227) We have no useful suggestion to mate for any suitable 
measure to promote a better record of rights, so as to protect tenant’s 
rights (paragraph 334). 

(228) If there be no insuperable objection, the rule of the Original 
Side of the High Court that all commercial causes must come on the 
List after six months of the admission of the plaint, should he extended 
to all courts of original jurisdiction throughout the province and be 
made applicable to all suits* for the recovery of loans secured and 
unsecured (paragraph 336). 

(229) We are not inclined to recommend any revision of law of 
civil procedure for the benefit of the money-lenders (paragraph 338). 

(230) The system of equitable mortgages may be extended to 
Dacca, Harayanganj and Chittagong, provided that every such mort- 
gage is made by the execution of a document which must be registered 
(paiagraph 339). 

(231) Chapter Xlil « — The chapter opens with an account of indi- 
genous banking and money-lending* in India from the Vedic period up 
to the nineteenth century (paragiuphs 346-370). 

(232) The fact that the majority of the indigenous hankers com- 
bine banking* with some form of trade, even to-day confirms the opinion 
that such combination is not unsound, and is a special form of bank- 
ing evolution suitable to the eonditibns of the country (paragraph 
,'372.}'. 

(233) The number of such bankers is decreasing. It is estimated 
that business worth 22 crores of rupees out of 46 crores now remains 
in the hands of the indigenous bankers (paragraph 375). 

(234) The receiving of deposits — an important function of the 
indigenous bankers — has been steadily dwindling, due, it is said, to 
competition of Indian and foreign joint stock banks, the co-operative 
banks and loan offices and the favourable terms of Government loans 
(paragraph 377). 

(235) Banking traders usually do not keep any surplus cash 
balance over and above what is required in their business. Those 
bankers who do not trade have considerable surplus during the slack 
season, which flows to the Provincial capital for investment in Treasury 
Bills, etc. (paragraph 378). 

(236) It cannot he ascertained what proportion of the loans given 
by them is used for agriculture, industry, trade, or other purposes. 
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Tliey do not discriniinate as to the purpose for which the loan is takenc 
They only satisfy, the>lnselyes'■'as^to the. sufficiency nf the security crf' 
solvency of the borrower (paragraph 379). 

(237) . '.The part played. .by them in t.he financdrigt of)' agTiciilture is,: 
not very iniportant (paragraph 380). 

(238) is financing of industries undertaken by them to any 
appreciable extent in the mufas.sal, though in Calcutta and its suburbs 
they play a more important part in financing many middle and large 
sized industrial institutions (paragraph 381). 

(239) The financing of the internal trade constitutes the most 
important function of these hankers (paragraph 382). 

(240) The commonest form of credit instrument employed through- 
out the province by indigenous bankei's is huiidi. There are othei 
credit instruments and also some credit devices in vogue in important 
trade centres (paragraph 384). 

(241) Their bnsine-ss is managed very economically. In Calcutta, 
however, it is reported that 25 per cent, of the profits of a normal year- 
may roughly be regarded as the outlay on establishment (paragTaph 
390). 

(242) Profits are, however, not large, as allowance has to be made 
for bad debts, which is often considerable when trade is dull. There 
are alsoi litigation expenses. Net profits vary from 5 per cent, to 20 
per cent, per annum (paragraph 391). 

(243) The indigenous hankersi have earned a reputation for integ- 
rity in their dealings with their clientele. They are approachable with- 
out any formality at any hour of the day and even at nigffit. It is on 
account of the mutual confidence hetween the hankers and their clients 
that business is carried on so informally (paragraph 392). 

(244) The indigenous bankers have no dealings whatever with 
co-operative banks or loan offices (paragraph 394). 

(245) Among these bankers themselves, the relation is cordial 
(paragraph 395). 

(246) To interfere with the court’s discretion in the matter of 
awards of interest or allowing repayments by instalments in suits 
instituted by the indig'enoris bankers would not be proper (paragraph 

(247) The privileges of the^ Banker’s Books Evidence Act, 1891, 
should not^ be extended to the indigenous bankers unless- they satisfy 

the authorities that their hooks are properly maintained (paragiaph 
396). ' Vi ^ F 

(248) Provisions of section 59 of the Transfer of Property Act 
regarding equitable mortgages should be extended to important 
trading centres such as Dacca and Narayanganj, provided the- interests 
of second and subsequent mortgages are secured bv the registration 
of the equitable mortgages (paragraph 396). 

(249) We approve of the proposals made by some indigenous 
bankers that the Imperial Bank should allow cash^ credits to indigenous 
hankers against promissory notes, and should agree ta discount or 
rediscount trade bills of all indigenous bankers, but we are unable to 
make any recommendations relating thereto, as it rests with the 
Imperial Bank to extend its facilities for the benefit of the indigenous 
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bankers under siieli eonditions as appear to tkem to be necessary (para- 
:.grapli. 396). - ■ 

(250) Eeduction of the stamp duties on bundis is desirable (para- 
grapb 396). 

(.251) Emergency currency should be issued to the extent of 6 
crores when the bank rate rises tot 6 per cent, and 6 crores more when 
the bank rate rises to 7 per cent, (paragraph 396). 

(252) For the purpose of expansion and development of the busi- 
ness of the indigenous bankers and for linking them up with the 
organised money market it is necessary to license and register them. 
To avoid opposition, legislation may at first provide for volimtaiy regis- 
tration only, and provision may be made in the Act for the bestowal, 
on the registered indigenous bankers, of special privileges, such as the 
benefit of the Banker’s Books Evidence Act and recognition as 
^‘Banker” within the meaning of the Neg^otiable Instruments Act and 
the Indian Gontract Act (paragraph 398). 

(253) The publicity of their accounts will increase popularity, 
induce confidence and help the expansion of their business, but there 
will be a strong opposition to any proposal in this behalf. Hence to 
disarm opposition the provision for submission of periodical balance 
sheets should be made applicable only to the voluntarily registered 
indigenous bankers (paragraph 399). 

(254) The registered bankers should issue Pass Books to their 
depositors and grant receipts in proper forms acknowledging repay- 
ments, either in full or in part, of the loan (paragraph 400). 

(255) It is not feasible to devise measures to make the position of the 
indigenous bankers approximate more and more to that of the London 
bill brokers until bill markets are developed in the various trade centres. 
The Banker’s Bank should make a systematic attempt to foster bill 
business in the country (paragraph 401). 

(256) Chapter X IV .—Co-operative societies and loan offices have not 
yet been able to oust the money-letiders to any a 2 )preciable extent from 
the fields of their activity (paragraph 402). 

(257) Professional money-lenders form about 90 per cent, of the per- 
sons (50,110) shown under the heading ‘‘Bank ma.nag’‘ers, money-lenders, 
etc.'’ in the Census Report of 1921 (paragraph 403). 

(258) The number of money-lenders is greater and rates of interest 
charged by them are hig’-lier in the richer districts of Eastern Bengal 
(paragraph 403). 

(259) Professional money-lenders are either resident or itinerant. 
The former are called mahajans and the latter, who are chiefly Pathans 
from the Forth- Western Frontier, are locally known as Kahulis^ Pun^ 
jahis or PesJuraris. Besides there are casual money-lenders, i.e., people 
who follow other occupations, but occasionally lend their surplus money 
for investment.^ These comprise landlords, pensioners, shopkeepers, 
widows, professional men, and employers and sardars of labour (para- 
gi’aph 404), 

(260) Most of the maha-jans are Bengalis. A good many Marwaris 
and residents of other 2 :)arts of India have in recent years taken up the 
profession with conspicuous success. ”The mahajans are chiefly Hindus, 
but a very few Muhammadan money-lenders are also found in rural 
areas (paragraph 405). 
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(261) All classes of people are comprised in the clientele of tlie niaha- 
lans. The principal borrowers ' of the itinerant money-lenders are the 
employees. in mills and mines and' labourers. LoaiivS are given, by the 
money-lenders for any and every purpose (paragraph 406). 

(262) Taking the province as a whole, about 80 per cent, of the loans 
advanced by the nioney-leiiders is unsecured and 20 per cent, secured, 
hut the value of the secured loans is almost equal to that of the 
unsecured (paragrapii 412). 

(263) The money-lenders’ ratevS of interest range from 5 J per cent, to 
SOO per cent. The rates vary with the nature of the security -and the 
amount of the loans and depend to some extent on the supply of loan- 
able capital (iiaragraph 413). 

(264) Most of the loans bear compound interest and the usual rests 
are after 6 or 12 months. In some cases, the loans are compounded after 
3 months (paragraph 413). 

(265) Usnry is widely prevalent in eyery district in the province. 
This is due to r'arious causes such as the^ low credit qipsition of the 
borrower, the absence of suitable financing agencies, limited resources 
of the money-lenders, insufficiency of accommodation provided by co- 
operative societies and loan offices, and the predominance of tradition 
and custom among the borrowers, particularly in backward places 
(paragraph 414). 

(266) Indian public opinion is not very strong against the usurious 
rates of interest charged by money-lenders, and although by reason of 
usury or harsh treatment, an individual money-lender may be disliked 
in the locality, there is seldom any expression of public opinion against 
his conduct (paragi’ai^h 418). 

(267) The solution of the prohlem of usury lies in the estahlishment of 
suitable credit institutions like co-Dperative societies, and in adequately 
increasing the banking resources, of the province (paragraph 419). 

(268) Chapter XIV-A, —The special feature of loan offices is a reflex 
of certain economic and historical facts in Bengal (paragraph 420). 

(269) Tlie Permanent Settlement of 1793 made landed property a 
more valuable form, of investment in Bengal than in other parts of India. 
It is to finance the zamindars and the superior classes of intermediaries 
that^ the necessity was felt for a special class of banking institutions 
making advances on the mortgage of land. The development liere has 
been along the line of land mortgage banking and the loan offices are 
the result (paragraph 421). 

(270) From 1905-06 the growth of loan offices has maintained on the 
whole a steadily upward tendency (paragraph 426). 

(271) The largest number of loan offices is in Eastern and -STorthern 
Bengal, where land is more fertile and there is a greater demand for 
loans than in other parts of Bengal (paragraph 431). 

^ (272) Other important factors at work have been the luunber and 
efficiency of indigenous bankers and money-lenders, as also^ the example 
of successful pioneers (paragiuph 431). 

( 273 ) One peculiarity of the loan offices in Bengal is that their paid- 
up capital is generally small (paragraph 432). 

(274) They ha\e not as a rule attracted deposits out of all proportion 
to their paid-up capital and reseiwe fund (paragraph 436). 
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( 27 5 ) Tlie : percentage of reserve fund to paid-up ■ capital is very low 
. in tie case ;of: .Biost of tlie loan oifiee-s of recent origin (paragrapli 436). 

.'(276). and problems- of ' loan offices in .Calcutta are 

different, in ma.ny ways, from, those in the imifassaL . In fact,, ; the loan 
offices in Bengal cffi not form a homogeneous hodjr (paragTaph 430). 

(277) In the case of the majority of the loan offices the main business 
is to lend money not only to zamindars, but to actual cultivators also. 
They rarely finance trade or industry (jraragraph 438). 

, ^ (278) , No loan office has as -yet issued debentures. In, , addition to 
their share capital, funds are attracted by deposits onlj^, both for short 
and long periods (paragraph 438). 

(279) The general rates of interest in the case of old loan offices vaiy 
frcm 4 -per cent, from short deposits to 8 per cent, for 7 years^ dejmsits. 
Usually the longest period is 5 years (paragraph 438). 

(280) On the whole they follow a cautious i>olicy about investments. 
It is true that the investments are not liquid, but bad investments have 
been few, and failure among mufassal loan offices till the end of the 
War was surprisingly small (paragTaph 439). 

(281) Though the practising lawyers, who generally manage such 
institutions, may not have any special knowledge of banking*, they 
possess detailed knowledge about the! financial position of the local 
borrowers . This has been the secret of success of well-established loan 
offices (paragTaph 439). 

(282) But the newer loan offices started after the War do not gener- 
ally follow the cautious policy of the older ones. Owing* to the increased 
competition among such institutions, the gTeateii j^roportion of loan is 
now against i^ersonal security (paragraph 440). 

(283) There is also actual touting for deposits on which very high 
interests are offered. This results in lending at still higher rates among 
the more involved cultivators (paragraphs 440-441), 

(284) There is a wide misgiving, which is not altogether unwarranted, 
that these new loan offices will be tbe first to suffer in times of agii- 
cultiiral distress, specially as they have no reserve fund worth the name 
to fall back upon (paragraph 442). 

(285) Such failure will effect the credit also of the old ones. Too 
many small loan offices and their rapid growth therefore need regula- 
tion (paragraph 443). 

(286) The obvious remedy, so far as the existing institutions are con- 
cerned, is; that they should amalgamate so as to form a few bigger 
institutions with larger resources and more economical management. 
But unless they voluntariU do so, it is difficult to sug*gest any practical 
means of compelling them to amalgamate (paragTaph 445). 

(287) To- guard against tbe dangers arising from very small loan 
companies (i) a minimum subscribed capital of Rs. 50,000 and a mini- 
mum paid-up capital of Rs. 25,000 for small banks and loan offices to be 
started in future should be prescribed (jDaragraph 446). 

(ii) With regard to the existing loan companies having a lower paid- 
up capital, there should he legislation on the lines of section 4 of the 
Indian Life Assurance Companies Act (YI of 1912), requiring a deposit 
of securities with Government vso as to make their existing* paid-up 
capital plus Government deposit e^ual to Rs. 25,000. This will have 
the effect of compelling amalgamation in certain cases (paragraph 446). 
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(iii) eompaiiy shoxild be registered in fixture with 

authorised capital exceeding four times its subscribed capital (para- 
graph 448). 

(288) For the protection of the depositors no loan office should be 
allowed in future to make advances against its own shares, wffiich is now 
the general practice among loan offices (paragraph 449). 

(289) The suggestion that there should be provision for representa- 
tion of the depositors on the Board of Directors, cannot be accepted 
(paragraph 450). 

(290) Legislative interference toffix a niininium ratio between paid-up 
capital plus reserve fund and the total deposits is unnecessary having 
regard to the existing state of things in the loan companies (paragraph 
451). 

(291) But there should be statutoi’y provision for placing at least 25 
per cent, of the profits to the reseiwe fund till it equals the paid-up 
share capital (paragraph 452), 

(292) Loan offices in the mufassal should be allowed to open Post 
Office Savings Bank accounts under rule 42 for Savings Bank Public 
accounts and should have the same facilities with regard to xvithdrawals 
as to- co-o-perative societies (paragraph 453). 

(293) The maximum holding of Postal Cash Certificates in the case of 
mufassal loan offices should be raised to Rs. 20,000, but no change should 
be made with regard to the accrual of interest on such Certificates 
(paragraph 453). 

(294) The allegation that the Imperial Bank of India in its 
branches advances only a small percentage of the market value of 
Government securities does not appear to be correct (paragraph 455). 

(295) The older and the bigger banks have invested a fair propor- 
tion of their funds in Government securities. In view of this no 
special recommendation seems called for in this behalf (paragraphs 
455456). 

(296) The suggestion that no loan office should be allowed to carry 
on any business other than banking, although theoretically sound, 
does not seem to be practically feasible (paragraph 457). 

(297) But the existing banks should be required to draw separate 
balance sheets and profit and loss accounts for banking and subsidiary 
business. With regard to new companies the Memorandum of Associa- 
tion should be closely scrutinised and registration refused for prevent-, 
ing the evil (paragraph 457). 

(298.) The suggestion that loan offices should not only be restricted 
to banking but that they should be restricted to commercial banking 
alone, is not approved. The necessary conditions for the successful 
working of commercial banks in the mufassal are wanting^ (paragrapih 
458). ' 

(299) Legislation prescribing a minimum percentage of the cash 
in hand and with bankers to the total liabilities will be inadvisable 
(paragraph 459). 

(300) State audit is not recommended. It will engender a false 
sense of security (paragraph 460). 

(301) What is reqixired is greater publicity of the working of the 
loan offices. The balance sheet should give more details than at 
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present. W indow-dressing' slionld be preyented ■ as ■ nmcb as possible 
by ' prescribing a fixed date (to be determined by tlie majority of tlie 
bankers) for the closing of all banks (paragi*aph 461). 

(302) The following concessions are asked for on behalf of the 

loan offices: — , , ■ -v 

(«) Free inter-lending with co-operatiye central and urban banks. 

We are unable to make any recommendation which will fetter the 
discretion of the Eegistrar of Co-operative Societies in the matter. 

(h) Free issue and pa^mient of supply bills in treasuides and sub- 
treasuries situated at places where there is no branch of the Imperial 
"Bank.. ■; 

This invoB'es a question of resource and is rightly decided by the 
Aecountant-General according to the demand for cash in diiierent 
places. We are, therefore, unable to make any recoinniendation 
which will interfere with the Accountant-Geiierars discretion. 

(c) The documents by which loan offices give loans to agriculturists 
"should be exempted from the payment of stamp duty and registratioB 
fee. 

There is no particular reason why ordinary profit-making institu- 
tions like loan offices should be specially favoured in this respect 
(paragraph 462). 

(303) The large number and the great importance of loan offices 
in Bengal warrant a special Act for dealing with them in place of 
the existing Companies Act (paragraph 463). 

(304) Chapter XV. — It is difficult to give a satisfactory definition 
of the word ^^bank.'^ So far as Bengal is concerned, neither cheques 
nor hills are much in use in the mufassal loan offices and banks, which 
form the predominant element of the banking* organisation in this 
Presidency (paragraph 464). 

(305) For the purpose of regulation, a hank may he defined as a 
corporation which invites and accept deposits from the public and 
offers and grants loans to them (paragraph 464). 

(306) This definition excludes (i) partnerships carrying on a 
hanking' business, (ii) co-operative credit societies and central co- 
operative banks, and (iii) Post Office Savings Banks, but not the- 
Imperial Bank of India and banking companies incorporated outside 
India, but our concern is principally with institutions registered 
under the Indian Companies Act of 1913 for carrying on hanking 
business in this province (paragraph 464). 

(307) Eegulation of banking companies is necessary as it is a 
question of protecting not simply the share-holders, but also a much 
larger body of depositors (paragraph 465), 

(308) Eegulations that are found to be necessary and feasible in 
any other province should he extended also to Bengal. A banking 
company should he required to publish its balance sheet half-yearly 
instead of only once a year. A full and accurate statement of assets- 
and liabilities operates as an automatic check against irregularities and 
abuses (paragraph 465). 

(309) The sugg'ested measure will not impair the independence 
of the auditor. On the contrary, it will afford him greater scope for 
exercising his initiative (paragraph 465). 
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(310) Tlie Iiaixds of tlie.'Eegistrar' of Joint Stock Companies shonld 
be strengtliened, if necessaiy,- to ' stop abuses and frauds , on tbe part 
of proinoters of banks, a few instances of wbicb bave come to oiir 
notice. Tbis, bowe-ver, does not call for any measure pecnliar to 
Bengal (paragrapli 465). 

(311) One effect of prescribing regulations for tbe inanageinent of 
banks, both public and private, will be to give them a biglier status 
than other credit institutions. Any other concern should not, there- 
fore, be permitted to describe itself as a bank (paragraph 466). 

(312) A distinction has to be made between a bank and a banker. 
A banker (and its vernacular equivalents such as ‘"shroff ' and 
■“mahajan'’) is often a mere title of courtesy. If, however, he desires 
to avail himself of the privileges of hanks, he should be required to 
conform to the regulations suggested in Chapter XIII (paraoTaph 
466). 

(313) We feel that, wherever possible, banking instruments and 
other papers and hooks should he written in Bengali as well as in 
English. Whether the advantages will outweigh the difEculties 
involved in the use of bilingual forms, it is for the banks themselves 
to consider (paragraph 467). 

(314) A much larger issue than the mere convenience of customers 
is involved in popularising Bills of Exchange. Until a regular bill 
market is developed, close cohesion among the different component 
parts of the banking organisation brought about by the discounting 
and rediscounting of hills will he impossible. Hence the hindrances 
to the issue of bills such as high stamp duty should he removed as far 
as possible (paragraph 468). 

(315) The stamp duty on inland Bills of Exchange for terms not 
exceeding ninety days, should he entirely abolished, and on those for 
terms exceeding ninety days but not exceeding one year, should be 
halved, the present duty being continued for bills for a term of over 
one year. The present duty on promissory notes should he retained 
{paragraph 468). 

(316) To meet the resulting loss of revenue we would suggest that 
the Calcutta Stock Exchange be requested to enforce the payment of 
.stamp duty on blank transfers on the English plan of periodic settle- 
ments an(J to declare blank transfers (which are much in vogue in 
Calcutta) as bad delivery. Without this co-operation, a mere declara- 
tion that a blank transfer is void in law will only inflict hardship on 
innocent purchasers but will be futile in other respects (paragraph 4G9). 

(317) It is ^ devsirable to create by law a type of instrument 
which being originally made payable to bearer should always remain 
•so, even if any endorsement to the contrary be made on it by any one 
other than the drawer. This legislation should not, however, cover 
hundis, which should as heretofore be governed by local usage. We 
do not think that any protection is required in the ease of hundis 
analogous to that provided by crossing in the case of bearer cheques, 
■(paragraph 473), 

(318) Chapter XVI.— A, sure criterion of the economic develop- 
ment of a country is the growth of the investment habit of its 
people (paragraph 474). 
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' (319) Siicli growth, liowever, . is dependent on certain, fiindamental 

• conditions being fulfilled ; — , 

' :(i) there should be a surplus, i.e., the income of the aTerage unit 

must be greater than its ordinary expenditure, 

(ii) people must be literate, i.e., educated not only to realise the 
benefit of in Yosting as against hoarding, but also to understand the 
technicalities of investment, 

(iii) safe, profitable and easily realisable investments, both for 
short and long periods, should be largely available (paragTaph 475). 

(320) Postal Cash Certificates. — ]Sfo change is necessary either in 
the existing rules for encashment or in the limit of individual hold- 
ing,, (paragraph 478). 

(321) The following measures should be adopted for improve- 
inent in the working of Postal Savings Banks:* — 

(a) Use of Pass Books and signatures in vernacular. 

{h) Opening of Saving's Banks deposits in Branch Post Ofliees 
and ensuring' prompt repayments of deposits in these offices. 

(c) Facilitating deposits bj’' cheques, the amount being credited 
on collection. 

(d) Allowing withdrawals by cheques drawn on the Post Office 
(this will encourage the cheque habit). 

(a) Allowing withdrawals in other Post Offices by withdrawal 
forms or pay orders or letters of credit. 

(/) Allowing joint accounts to be opened and operated by either 
of the depositors and by the survivor on the death of either (para- 
graph 479) . 

(322) Other Savings Banks such as those associated with the 
Imperial Bank and some Exchange and joint stock hanks are usefxil in 
Calcutta onl^r. They may introduce safe boxes to popularise savings 
habit and promote thrift (paragraphs 481-482). 

(323) Joint stock hanks. — Branches may be opened in different 
parts of the city of Calcutta by these banks with suitable working 
hours to attract small investors (paragraph 485). 

(324) Loan offices. — In view of the fact that branch banking is not 
likely to be developed in the province in the near future, it is desir- 
able that these institutions should be improved and consolidated so as 
to be really xiseful to trade and industries (paragraph 486). 

(325) Indigenous hankers. — Their position should be improved and 
status raised so that they can command public confidence and can tap 
and mobilise the innuinerable small resources for investment which 
cannot be done by any other agency (paragraph 487). 

(326) Existing facilities for the pttrchase and sale of gilt-edged 
securities. — In Calcutta, diffei'ent classes of industrial securities, which 
are now ordinarily dealt with in big lots, should be made available in 
small lots to the investors with limited means at fair price (paiagraph 
490). 

(327) In the mufassal, important loan offices and indigenous banks 
may undertake the purchase and sale of securities in Calcutta on behalf 
yi their clients on a commission basis (paragraph 491). 

(328) Knowledge and information of the securities^ market should 
be diffused through newspapers and periodicals (paragraph 491). 



268 



(329) Investment trusts may be organised iii tbis eoiintr^^ with aii 
honest and experienced Board of Directors capable of following the 
activities of the securities^ markets of the world. These Trusts niay 
take up underwriting business, find capital for really good concerns 
and help the existing industries in various ways (paragraph 492). 

(330) Gold Cash Certificates, — The issue of gold cash certificates 
similar to Postal Cash Certificates redeemable at maturity in legal 
tender money or in gold at the option of the holder may foster invest- 
ment habit in rural areas (paragraph 493). 

(331) Provincial Savings Small deposits maj?' be 

collected from the small investors in the mufassal through post offices 
or any other existing local agencies and handed over to' an organisation 
under rigid Government control formed on the model of non-official 
institutions called Provincial Savings Associations found in Japan, 
Sweden and Denmark. The management will he in the hands of a 
Statutory Board, which will handle such collections for investment in 
safe securities yielding a higher return than the Postal Savings Bank 
(paragraph 494). 

(332) Postal Insurance. — The extension of the privilege of postal 
insurance to the general public will involve unfair competition with 
the private insurance companies without conferring any appreciable 
benefit on the country (paragraph 495). 

(333) To encourage cheque habit— 

(1) Use of both English and vernacular cheques is recommended 
(paragraph 496). 

(2) Wherever there is a branch of the Imperial Bank the following 
payments of sums exceedings Es, 100 should he made and accepted by 
Government by cheques payable at the Imperial Bank: — 

(a) Salaries, pensions and other Government payments. 

(b) Purchase money in auction sales conducted by civil and 

revenue courts and other Government offices. 

(^*) Land and excise revenue, cesses, income tax and other Govern- 
ment dues, 

(d) Deposits made by private persons in civil, criminal and revenue 
courts. 

Where there is no branch of the Imperial Bank a court or other 
Government officer making a payment exceeding Es. 100 to any 
private person should, at the request of the payee, make the payment 
by a cheque payable at any branch of the Imperial Bank that he may 
mention (paragraph 497). 

,(3) In the mufassal, arrangement should be made for clearing 
cheques in the local branch of the Imperial Bank of India,' or where 
no such branch exists, by the local hanks themselves (paragraph 496). 

(4) In Calcutta, one clearing a day should he arranged for small 
banks (paraguapli 496). 

(5) Cheques sliould also be introduced in Postal Savings Banks as 
suggested under Savings Banks (paragraph 496). 

(334) Eivtension of banking facilities. — Till the borrowers are better 
educated, the banking business in mufassal centres is to be left to loan 
offices, co-operative banks and indigenous bankers, each with a 
distinct sphere and function (paragraph 498), 
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with satisfaction in spite of the heavy strain imposed on them 
specially during the last four months of our work. We acknowledge 
their ungrudging services and record our appreciation of the prompti- 
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504, We have particularly to thank the many non-official and 
official workers who devoted considerable amount of their time in 
making intensive surveys of the villages selected for the purpose. 
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whom our special thanks are due for the services rendered by them for 
our understanding the problems of rural economic life. They are the 
first of such workers who have taken up such systematic studies of 
rural life, and we only hope that the work begun by them will be 
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made in the future. In spite of the pioneer work done by them, with 
no previous experience for guidance, these enquiries have been valu- 
able eontributions in our studies of iniral economy. We also specially 
thank the Settlement Officer of ISTadia, Murshidabad and Birbhum and 
his Headquarters Assistant Settlement Officer for the promptitude in 
placing settlement records at our disposal. . 

E. C. Chairman, 

HEM AYETTJDDIN AHMED 
SASADHAE GHOSE 
J. C. SINHA 
M. AZIZUL HAQHE 
BADEIDAS GOEEEA 
NAEENDEA 2^-ATH LAW J 
3. C. CHAUDHUEI, Secretary. 



Calcutta, the '' 15th May 1930. 







Appendices. 





•APPEPiOieES. 


I. — Memorandum of lines of enquiry bj' Provincial Committees. 

II.-^Generai Questionnaire. 

III.' — (1) Special questiomiaii’e for Central Co-operative Banks. 

(2) Special questions and statements for Loan Offices and Joint Stock Banks. 

(3) Questionnaire for Intensive Survey of selected villages. 

IV — List of Witnesses examined. 

V. — Itinerary of the Bengal Provincial Banking Enquiry Committee, 

YI. — (1) Memorandum on Nacgaon Co-operative Land Mortgage Bank, Limited. 

(2) Memorandum on Co-operation in Gosaba, 

(3) Note on pooling of the hemp drug produced in Bengal by the Naogaon 

Ganja Cultivators* Co-operative Society. 

\4) Note on Indigenous Bankers and Money-lenders in the Tangail Subdivision. 

(5) Note on the Financing of the Tobacco Ci'op in the District of Bangpur. 

(6) Bates of interest on loans advanced by a money-lending firm in the District 

of Bogra from 1900 — 1929. 

YII. — Statistics of Loan Offices in Bengal. 

VIII, — List of replies to General Questionnaire not printed. 

IX. — Specimen SaUa-patras, 

X. — Specimen Hundis and other documents used by Indigenous Bankers. 

XI.— -Specimens of some documents used by a Loan Office in granting loans, 

/XII. — List of gentlemen eondu:*tmg intensive village, survey and of villages surveyed..; 


IS 





APPENDIX I. 


Memorafiiuiii of iinis of Enqyiry Provificiai Cofii!iiitte«s. 

1. . The Provincial Committees should make intensive surveys of one or, 
' two selected districts in each province and a general survey of the conditions 
in the province or areas as a whole in regard to agricultural and small industries' 
with special reference to the fabric of finance. The details, of the e-nqulries 
to : be undertaken should be settled by the Provincial Committees theinseives, 
but in order to facilitate tabulation of the results for all India, the following 
main heads under which the Committees should classify the information and 
material collected are laid down for their guidance. This should not be held 
to debar the .Provincial Committees from investigating any special provincial 
features not covered by the heads below. 

2. The main heads referred to above are : — 


I. — Agricultural Credit. 

(See in this connection Chapters XII and XIII of Agricultural Commission's 

Report.) 

(a) Various items of permanent improvement to land. Credit facilities 
required and actually existing. Rates of interest and period of loans and other 
conditions. Part played by Imperial Bank, joint stock banks, co-operative 
banks and indigenous banks and bankers. Scope for land mortgage banks 
and for agricultural credit banks. Co-ordination of credit agencies. Re- 
view of system of Government loans and elimination of administrative defects. 

{b) Credit facilities required for purchase of agricultural implements and 
seed and other expenses of production. Facilities actually existing. Rates 
of interest and period of loans and other conditions. Effect of borrowing 
on disposal of produce. Part played by different classes of banks and bankers. 

(c) Present methods of marketing principal crops. Credit facilities re- 
quired for financing of products during marketing. Part played by different 
classes of banks and bankers. Facilities for remittance. Use of negotiable 
instruments and scope for promotion. Reduction of duty on bills. 

(d) Volume of agricultural indebtedness in province and the causes contri- 
buting to such indebtedness. Existing credit facilities for discharging debt. 
Part played by different classes of banks and bankers. 

(e) Agricultural enterprises and other small industries in province, like 
dairy farming, gur factories, cotton ginneries, sugar refineries, etc. Possibi- 
lities of developing cultivation or of helping cultivator to get a better return 
by erection of such factories. Credit facilities required and actually existing. 
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||„— Spedai stpiy ®f w®rkiiig@f co-aperativ© banks ani eo-operatif© markitiiig 

societies. 

(See Chapter XIII of Agricultural Commission’s Eeport.) 

Extension of co-operation in direction of borrowing and lending on pro- 
vincial scale instead of local units operating separately in watertight compart- 
ments. Relations with Imperial Bank and joint-stock banks. Present diffi- 
culties of financing co-operative societies both short and long term capital. 
Alleged competition of co-operative banks with Joint-stock banks. 


HI. — Spaclal study of indigenous banking. 

Collection of available information regarding indigenous banks and bankers 
and their methods of doing business. Shroffs, large and small, who do not 
usually call themselves bankers, should be included in enquiry. Information 
should comprise capital, deposits, cash balance, terms of advances, establish- 
ment, clientele, relation to agriculture, industry and trade, facilities required, 
relation to joint-stock banks and Imperial Bank, attitude towwds some sort 
of governmental supervision and publicity, methods to secure stability and 
inspire confidence. 


IV. — Investment habit and attraction of capita!. 

(1) Means or institutions in existence for encouraging investment habit- 
Postal cash certificates and postal savings banks. Classes of population who 
resort to such forms of investment and methods of attracting other classes. 
Alleged competition of Government with joint-stock banks. Existing facility 
for purchase and sale of Government securities. Hilton-Young Commission’s 
proposal for introduction of gold cash certificates. 

(2) Growth of cheque habit. Effect on same of abolition of stamp duty 
on cheques. Other methods of promotion like pa3anent of Government ser- 
vants and bank employes above, Say, Rs. 100 by cheques. 

(3) Branch banking and investment habit. Experience of Imperial Bank’s 
new branches opened under agreement. Existing difficulties experienced by 
joint-stock banks in opening new branches. 
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Qensrai questionnaire. 

(Note. — The following memorandum is published in order to assist witnesses in the 
preparation of their evidence. It is not to be regarded as exhaustive, nor is it desired 
that each witness should necessarily attempt to deal with all the questions raised.) 

Part I. — Agrlsultyrai credit and credit facilities for small ifiiiiistrws. ' ; 

1. (i) Describe the present system by which the agriculturist in your 
district or province obtains finance— 

(a) for expenses during cultivation, 

(b) for capital and permanent improvements, and 

(c) for other special needs, e.g., failure of moonson, for land revenue, rentp 

etc. 

(ii) What are the rates of interest charged in your district or province 
in respect of advances, the period for which loans are taken, the nature of the 
security given and accepted (e.g., standing crops, etc.), and other conditions 
attaching to the grant of such loans ? 

What in your estimate are the percentages of secured and unsecured loans to 
the agriculturists in your part of the country ? 

{Hi) Describe the part played in agricultural finance by Government, 
the Imperial Bank of India, the joint-stock banks, co-operative banks, the 
indigenous banks and bankers, professional money-lenders, merchants and 
dealers, and other organisations giving credit (e.g., companies trading in 
fertilisers, etc.). 

{iv) Can you give an estimate of the total amount of capital required for 
the various purposes stated above for your district or province ? 

(i’) State defects, if any, in the present system of financing agriculture, 
and the reasons for the existence of such defects. Do you suggest any re^ 
medies ? 

(vi) Is there co-ordination among the various credit agencies including 
Government, and is there scope for improvement in that direction ? 

2. (i) Describe the present method of marketing principal crops in your 
district or province by the raiyat. 

Is he unable to hold up Ms crop for a better price ? If so, for what reasons ? 

{li) What in your opinion are the possibilities of forming pools and of co- 
operative effort generally in marketing produce 1 

{Hi) Are there any co-operative sale societies in your district ? How are 
they constituted ? Are they linked to any central organisation ? How are they 
financed at present t Do they experience any difficulty in obtaining sufficient 
f unds ^ 

{iv) Describe the credit facilities required for the financing of products 
during marketing and the facilities actually existing. 

(t?) In regard to such facilities, is there any special difference as between 
internal trade and foriegn trade ? 
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{vi) Wliat is' the part played by the different classes of banks and bankers 
and merchants and dealers in the financing of— ' 

[a) the export trade from the village to the ports of the province through hdts^ 

mohams, etc., and 

(b) the import trade from these ports to the distributing centres and ultimately 

to the consumers ? 


{vha) What are the terms on which the financing of trade during the above 
stages is done ? Are any difficulties experienced in connection with the above 
financing, and have you any suggestions to make for removing those difficulties 
and for improving in any way the existing financial facilities available for the 
movement of imported and exportable articles t 

{vi-h\ It has been suggested that the grower of produce in India does not get 
the full value for his produce on account of the speculative buying and selling 
activities of firms and companies who deal in the export trade and on account of 
the control of prices by these and other bodies. What are your views on this sug- 
gestion? Please supplement your views by any facts and figures within your 
knowledge. Have you any observations to make with a view to ensure a better 
return to the growers of produce in India ? 

{vii) Have you any reason to think that the lack of banking facilities to persons 
engaged in the movement of the principal crops of your district (such as paddy 
and jute) is due to casues other than borrowers lack of credit, e.g., any position 
of monopoly which the buyers might enjoy or to the want of a definite standard 
of quality ? 

(viii) What are the existing facilities available to the public, including 
banks and bankers, for internal remittance ? 

(ix) State any defects in the existing system and any suggestions for im- 
provement 1 

(a;) Describe the part played by negotiable instruments in the internal 
trade of the province. 

(xi) Have you any suggestions to make for the more extensive use of bills 
(e.g., by reduction of duty on bills) ? 

(xii) What are the different classes of hundis current in your part of the 
country ? What are the peculiarities of each ? 

(xiii) Will the introduction of standardised forms on stamped paper facilitate 
the use of hundis ? 

(xiv) Have you any suggestions for the amendment of the Negotiable 
Instruments Act, by which the public and the bankers handling hundis might 
be better protected or benefited ? 

(xv) Are hundis emanating from your locality discounted in your local 
centre or are they sent to a provincial centre and discounted there, or are 
they held by middlemen, merchants or commission agents ? 

(xvi) Are there any facilities for rediscounting hundies in your locality ? 
If not, can you suggest means for the introduction of such facilities ? 

(xvii) What different kinds of instruments of ownership of goods and 
produce (e.g., railway receipts) and documents are employed for raising money 
during the process of marketing ? 
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; ■ (xpin). Are, ^ay diffioiilties: experienced m.^ the, •use , of theses instrameiits,, 
for instance, bills of lading issued by particular Inland ■ Steamship. Navigation , 
Companies,, .and ha:re you any sugges.tions to make with a view to< removing 
those difficulties' 1 . . 

W opinion are the possibilities of operating iicensed^ ware- 

houses in India either on the lines of the system ' which exists in the United 
Btates of America or otherwise ? 

•(a:x) Do you think there is any need for Government assistance in the 
matter ?, 

3. (i) In your district, what is the value of land per acre for different 
kinds of crops ■ ? 

(ii) What are the factors affecting such value ? In your reply, please 
distinguish between— 

(a) value of land in Government auction for non-payment of revenue, 

(b) value of land in the event of sale by court decree ; and 

(c; value of land in purchase by private negotiation. 

4. (i) Is there any legal impediment to mortgage of land and agricultural 
holdings in your province 1 

(ii) How far has the amended Bengal Tenancy Act influenced the credit of 
the agriculturists ? 

(Hi) To what extent do the smallness aTid fragmentation of the agricultural 
holdings stand in the way of establishing long term credit institutions ? 

(iv) Are there any land mortgage banks or agricultural banks in your 
province or any other banks for the provision of long term credit ? 

(v) State what you know of their method of work and of raising capital. 

(vi) If no such institution exists in the province, suggest the lines on which 
such institutions could be established and worked to the advantages of the 
landholders and tenants of your province, 

(vii) Do you suggest any measures for — 

(a) improvement in the record-of-rights and title of ownership so as to 
simplify reference, and to avoid possibilities of disputes and 
counter-claims by parties other than those who are the clients of 
the bank ; 

ib) simplification of the process of foreclosure and sale by the mortgage 
bank in the event of non-payment ; and 

(c) reduction of costs of reference to the record-of-rights and of registra- 

tion of records and of the process at law, so as to reduce the burden 
on the good constituents of the bank in respect of charges incurred 
on account of defaulters ? 

(viii) Should the working capital of the proposed mortgage bank be derived 
largely from — 

(a) deposits, 

(b) funds from central institutions, or 

(c) debenture bonds ? 
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{ix) Should debenture bonds carry any Government guarantee either for 
jjrincipal or interest, or for both ? 

(ir) ' If so,, what measures would you suggest to secure Government against 
unnecessary loss 1 

(xi) On what terms should Agricultural Mortgage Banks raise moneys 
under each of the above-mentioned heads, with or without Government gua- 
rantee, and on what terms should they lend out money so as to cover their 
expenses ? 

(a;u) Do you consider that the debentures to he issued by the proposed Co- 
operative Land Mortgage Banks should be included in the list of trustee securities f 

{xiii) Please state any other suggestions for the adequate provision of long 
term credit against sound security. 

5. In order to devise measures for the increase of credit facilities to the 
agricultural classes, it is necessary to reach an estimate as accurate as possible 
of the existing indebtness of these classes, 

{i) Do you know of any such estimate for a village or a district in your 
province, or for the whole province 1 

(ii) In what manner can such an estimate be obtained with reasonable 
accuracy ? 

(Hi) In such an estimate please distinguish between — 

(а) the amount of debt with land as security which is in the form of a 

registered mortgage ; and 

(б) the amount of debt which is incurred against any other assets, such 

as the village house, ornaments, ploughs and other agricultural 
implements, crops and produce, or debt w^bich is given on the general 
security of all the assets without a specific pledge. 

{iv) Please state wherever possible the purposes for which the debt was 
incurred, such as — 

(а) the repayment of earlier debts, 

(б) marriage and other social occasions, 

(c) litigation, 

(d) famine and other kinds of distress, 

(e) payment of land revenue or rent, 

if) growth of the debt by compound interest, interest not having been 
paid, 

(g) cattle, seeds and manure, 

(k) improved agricultural implements, or 

(i) sinking of webs and agricultural improvements. 

{v) Please indicate also to whom this debt is largely due and whether the 
creditors are Government, banks, co-operative societies, or indigenous bankers 
and professional money-lenders. 

{vi) Is agricultural indebtedness in your locality increasing or decreasing ? 

(vii) How far are the needs of ike agriculturists of your part of the country 
met at present by the Land Improvements Loans Act of 1883 and the Agriculturists^ 
Loans Act of 1884 ? 
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{mii) Can you suggest any measures for rendering the operations of these 
' Acts more prompt ? ... „ 

{ix) Are itinerant money-lenders, such as Kabulis, to he found in your part 
of the country ? Describe their method of work ? 

{x) Can you give some concrete instances of usurious ates of interest, heavy 
accumulation of debts, and prolonged duration of a loan, in cash or in hind ? 

(xi) To tvhat extent is the Ustirious Loans Act [Act X of 1918) availed of in 
your locality? What meastires would you suggest for greater use being made 
thereof? 

(xii) Is there any standard rate of interest followed by courts for (a) unsecured 
and (h) secured loans in applying the Act ? 

(xiii) Is the Act being evaded by the taking of a bond for a larger amount than 
is actually advanced to the debtor , or in any other way ? 

(xiv) What practical proposals would you make so that the raiyats can get 
loan of seeds and paddy for their needs in normal times and can eaisily pay off 
such loan ? 

(xv) What is the prevalent rate of interest of paddy loan in your locality ? 

(xvi) State what you know of the rates of interest charged, the methods 
used, for calculating it and for enforcing the payment of the debt. 

(xvii) Do you think a large number of people, who are efficient farmers, 
are being turned into tenants for a period of tenants-at-will through the process 
of the enforcement of the old debts and landed property passing on into the 
hands of the creditors ? 

(xviii) If this process is going on, does it take away from the actual culti- 
vator the incentive to produce more and in an efficient and better manner ? 

6. (i) Give some idea of the number of small subsidiary industries allied 

or supplemental to agriculture existing in your province, such as rice-milling, 
dairy-farming, gur-making, garden produce, cotton ginneries, sugar refineries, 
hand-spinning, etc. 

(ii) Can you suggest methods by which any such industries could be en- 
couraged and by which the producer might be enabled to get a better return 
for his produce ? 

{Hi) Can you suggest any enterprises which may give employment to the 
farmer during reasons when he cannot make full use of his time on his farm 
and thus enable him to supplement his income and to raise his standard of 

■:living^^? . 

{iv) What would be the best method of securing working capital for such 

..enterprises I ■ 

(v) What financial machinery do you suggest for this purpose ? 

6 A. (i) How are small industries (requiring fuJids below 6 lakhs of rupees'^, 
which are neither supplemental to nor connected with agriculture, financed al 
present in respect of their (a) fixed and (b) circulating capitals ? 

(ii) Can you suggest any measures for providing better financial facilities for 
such industries ? 

6B. (^) What are the facilities existing in your district for obtaining loans 

by people who are not agriculturists, e.gr., day-labourers, fishermen, small traders, 
service-holders and middle class gentlemen generally ? 
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{ii) What are the purposes for which they generally borrow and ai what rate 
of interest ? State the difference in the rate of interest in the case of secured and 
unsecured loans. 

{Hi) In what way are the Government, the co-operative banks, and joint 
stoch banks, and the indigenous bankers helping them now,: and what steps do 
you suggest to give them better financial facilities ? 

(iv) Is the indebtedness among these classes generally on the increase or de- 
crease f 

7. {i) State what you know of the relations that exist between the co- 

operative banks and the other banks in the country, namely, the Imperial 
Bank of India, the joint stock banks and the indigenous banks. 

(ii) Describe any existing difficulties in the matter of finance in the case 
of co-operative societies, both in regard to short and long term capital. 

(Hi) Can you give an estimate of the amount of extra capital required for 
financing the co-operative movement in your district or province ? 

(iv) Is there any competition in your district or province between the 
co-operative banks and joint stock banks, including loaii offices, and the 
branches of the Imperial Bank of India, if any f 

(v) If so, to what extent and in what direction 1 

(vi) Have you any views regarding the possibility and desirability of 
granting financial concessions in order to stimulate the growth of the co- 
operative movement (e.g., by extension of special exemption from income-tax 
to genuine co-operative societies, inclusion of debentures issued by the Pro- 
vincial Co-operative Bank in the list of trustee securities, reduction of fees on 
money remitted through post offices) ? 

7 A. (i) Is it desirable that Co-operative Central Banks should be permitted 
to grant loans to individual members and depositors ? 

(H) Is it desirable to enlarge the scop^efor the investment of funds of co-operative 
societies and to relax the restrictions contained in section 32 of the Act ? 

(Hi) Would you advocate free interlending of funds between co-operative 
societies and joint stock hanks, including loan offices ? 

(iv) What are the relations between them arid what assistance do they render 
to each other ? 

(^?) How far are Co-operative Central Banks in a position to undertake such 
hanking business as remittances of money from one place to another, without 
infringing in any way the provisions of the Co-operative Societies Act ? 

7B. (i) What has been the effect of the establishment of co-operative societies 

in rural areas on the prevailing rates of interest on secured and unsecured loans 
to agriculturists in your district ? 

(ii) To what extent are Co-operative Credit Societies replacing professional 
money-lenders of your locality ? If possible, give some concrete instances. 

(Hi) What are the factors that operate against the rapid spread of co-operative 
banks in rural areas ? 
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, Part lA.— Lean ©ilcis and Jaint Steak lanks in tl® mufassai- 

1. What, am the loan offices or banks {other than Vo-operative Or edit 
Societies) in y OUT district— 

(а) at the district headquarters, 

{b) at the subdivisional headquarters, and 
{c) at other places ? 

2. What are the relative proportions of the different items of the working 
funds of such institutions, 04 — 

{a) paid-up capital, ,, ■ 

(б) reserve fund, 

(c) short term deposits (i,e., money at call or at . short notice, not exceeding. 

: , one month),, 

{d) intermediate deposits {repayable within two years), and 
{e) long term deposits {not repayable till after two years) ? 

3. {i) What are the rates of interest allowed on different classes of deposits ? 

(ii) What is the longest period for which deposits are accepted f 

4. What are the proportions of the total funds invested in— 

{a) Government and other marketable securities, 

{b) loans against immovable properties {such as land and buildings), 

{c) advances to industrial concerns, 

{d) loans on personal security {such as simple promissory notes), 

(e) jewellery , and 

(f) goods {either directly, or indirectly in the form of documents of title such 

as railimy receipt or bill of lading) ? 

o. {%) What are the different periods for which loans are granted, their purposes 
and the respective rates of interest ? 

{ii) Is compound interest charged and, if so, what is the practice with regard 
to the levy of such interest ? 

{Hi) Is any interest deducted in advance at the time of granting loans ? 

{iv) Are the loans given for a fixed period ? If so, are any steps takeri when 
they become overdue ? 

6 . {i) Do these institutions lend money to agriculturists ? If so, under 
what circumstances ? 

{ii) Do you think that they can serve the interest of agriculturists better than 
any other agency ? 

7. (^) Is any business other than banking undertaken by these institutions ? 
If so, ivhat proportion of their total resources is so employed ? 

(w) What are the difficulties which stand in the way of their doing ordinary 
commercial banking, e.g,, discounting bills drawn in respect of goods sent from the 
mufassal to Calcutta and vice versa f 
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8, (i) What 'portion of the profits is utilized in building up a reserve fund^ 

and how is such fund invested ? 

Hi) What are the rates of dividend paid during the last five years ? 

(i) Describe the present method of their keeping accounts^ 

{ii) Do you think that a uniform system of accounting and balance-sheets: 
should he prescribed for all ? 

If 

10. What is your opinion regarding such banks being federated into a central 
hanking institution ? 

11. Gan you suggest means, by which loan offi^ces can take a bigger share in-., 
financing trade and agriculture 1 

12. Have there been any bank failures in your district ? If so^ what were 
the causes of sUfCh failures ? 


Part ii. — indigenous banking. 

(Note. — ^By indigenous banking is meant all banks and bankers other than the Im- 
perial Bank of India, the Exchange Banks, Joint Stock Banks and Co-operative Banks. 
It includes any individual or private firm receiving deposits and dealing in hundis or 
lending money.) 

1 . State what you know of the functions of the indigenous bank or banker 
ill your district or province, enumerating all kinds of business the bank or 
banker transacts. 

2. How and to what extent does an indigenous bank or banker in your 
district or province assist in financing agriculture, trade and industry ? 

S. State what you know of the organisation of the indigenous banking 
system in your district or province with regard to — 

(a) the amount of capital invested, 

(b) the volume of their business, 

(c) their expenses, and 

(d) the relations between one indigenous bank and another, between ^ 

indigenous banks and other banks in the country, viz., the Imperial 
Bank of India, the joint stock banks and the co-operative banks. 

4. State what you know of the various forms of hundis and other credit 
instruments used by the indigenous banks and bankers and the extent of 
their use. Give sample copies of any of the hundis, promissory notes, deposit 
receipts, etc., used in your locality. 

o. (i) State what you know of the indigenous bankers’ methods of granting 
loans and allowing cash credits and the terms and nature of these loans and 
cash credits. 

(ii) What are the means by which the indigenous banks and bankers 
provide themselves with funds to meet their demands ? 

(in) What are the rates of interest allowed on various kinds of deposits 
received by them ? 
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{iv) Do the indigenous bankers in Calcutta and other frincipal towns in 
Bengal get sufficient facilities for rediscounting hundis with the Imperial Bank 
or with joint stock banks, if any ? 

(v) Can you suggest measures for increasing such facilities ? 

6. (i) What are the rates of interest either in money or in kind which 
the agricultural community has to pay at present to the indigenous hanker ? 

{ii) In what manner do you suggest these rates could be brought down 
by better organisation ?' 

(in) Would the reduction of such rates confer great benefit on the agricul- 
tural community and increase its resources, thereby leading either to an im- 
provement in the standard of living or enabling them to spend more on agri- 
cultural improvements, better agricultural implements, etc. ? 

7. (i) Is there a prejudice in your locality against the indigenous bankers ? 

(ii) Are these bankers sufficiently protected in law 1 

(Hi) Is there any legal or other facility which can be extended to them 1 

(iv) Are the dealings of such class of bankers with their clientele conducted 
on sound lines ? 

(v) If not, indicate the existing defects, making suggestions for remedying 
them, 

8. (i) Would you suggest any means of making this class of bankers more 
serviceable to the community 1 

(ii) Could you suggest any means by which the indigenous banking system 
could be improved and consolidated ? 

(Hi) Do you recommend any special facilities to be given to this class for 
this purpose ? 

(iv) What do you think would be the attitude of the indigenous banking 
communitj^ towards the introduction of any measures for regulating their 
operations and for giving publicity to the same ? 

9. After making allow^ance for the legal expenses, management charges, 
losses through default and losses through foreclosure, can you give an idea of 
the net return to the indigenous banks and bankers on their capital ? 

10. Please state whether the indigenous banks and bankers are able to 
meet ail demands for accommodation, or whether they are obliged to refuse 
any either on account of the unacceptable nature of the security offered or 
owdng to insufficiency of their working capital ? 

11. (i) How in your opinion should the indigenous banking system be 
linked with the central money market and provincial capitals ? 

(ii) Would you suggest the establishment of a branch of a joint stock 
bank, or a branch of a central reserve bank, or a local bank with local direc- 
torate in each district with which the indigenous banking system may be con- 
nected ? 

(Hi) In what manner could such a bank inspire the confidence of the in- 
digenous bankers and be able to utilise the local knowledge and experience of 
the latter ? 

(iv) How is the competition of such a bank wdtli the indigenous bankers 
to be avoided ? 
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12. (i) Bo yon think there is a large amotint of money in the hands of 
the indigenous bankers which does: not find employment throughout the 
year ? 

(ii) Do you think that owing to; this cause any : large amount of money 
is flowing to the provincial capital, either for long or for short periods ? 

(Hi) Do you think any kind of improvement in the organisation of lending 
or borrowing can be made by which these funds, instead of fliowing to the 
provincial capitals, would find remunerative employment in the districts and 
thereby benefit the districts ? 


Part III. — Investment habit and attraction of capitaio 

1. (i) What are the existing banking resources in the province ? 

(ii) Can you state the amount of additional capital, if any, required ? 

(Hi) What are the means or institutions in existence for encouraging savings 
and investment habit ? 

(iv) Are the public provided with full facilities for the investment of their 
savings? 

(v) Can the existing facilities be improved in any way or extended in the 
smaller interior places ? 

(vi) Can you give any useful information in regard to the habits of the 
people of India to invest in silver and gold ? 

2. (i) Are postal cash certificates popular in your district or province,, 
and can any steps be taken to increase their popularity ? 

(H) Do present interest rates of cash certificates require revision, and do 
existing terms of issue in any way need change ? 

(Hi) Do Savings Banks afford all possible facilities to the public ? 

(^^7) What class of population resort to such forms of investment ? 

(v) Can anything be done to attract other classes ? 

(vi) Have you anything to say regarding the alleged competition of Govern- 
ment with hanking institutions and bankers in regard to deposits by their 
attractive rates on postal cash certificates and treasury bills ? 

3. (i) State the existing facilities for purchase and sale of Government 
securities afforded by Government, the Imperial Bank of India and other 
banks. Are you in favour of granting any special facilities to the small agri- 
culturists and the small investors of the country to take up some form of 
Government security ? If so, state what special facilities you recommend '? 

(ii) State the existing facilities for purchase and sale of securities other than 
Government securities, afiorded by the various financial agencies. 

(Hi) Can you indicate clearly the habits of various groups of people in your 
district or province with reference to moneys which come into their hands by 
sale of produce or through any other cause ? Where do they keep this money, 
and for what purposes and in what manner do they use it ? 

(iv) Do the farmers lend to fellow agriculturists, and on what terms ? 
How do they invest surplus money in a prosperous year ? Give any informa- 
tion you can regarding the amount, growth and distribution of capital among 
the indigenous population ? 


28 ? 


4. (i) State what you know about the growth of the: cheque habit. 

(ii) What has been the effect of the abolition of stamp duty on cheques 1 

(Hi) What class of population use cheques ,? Have you any suggestions^ 
to make for further promoting the cheque habit (e.g., payment of Government, 
servants and bank employees above E/S. 100 by cheques) 1 

(iv) Have you any suggestions to make regarding the use of vernacular 
scripts in' banking ? ' ■ - ■ ■ ■ 

5, {i) Do you support the view that the banking and investment habit 
in India is of very slow growth ? 

(ii) If so, to what cause do you attribute it ? 

(Hi) Have you any suggestions to make regarding the various possible 
means of educating the people of the country to invest their savings in produc- 
tive undertakings (e.g., propaganda by Government in regard to Government 
loans for capital expenditure, etc.) ? 

(iv) As far as you know, what has been the result of the opening of new 
branches in recent years by the Imperial Bank of India I 
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APPENDIX ill. 

Special Questloaiiaira. 

(1) Fan CENTRAL CO-OPERATIVE EAiKS. 

I.— Relation with constituent societies. 

1. What was the total amount of itidebtedness of the members of the 
rural societies consisting the Central Bank at the time of application for mem- 
bership ? 

2. If it is possible to ascertain it, kindly state if the total amount of in- 
debtedness of the members of the rural societies has been reduced since the 
formation of the societies. 

3. Has the Central Bank financed any rural society to such an extent 
that all the debts of all the members have been paid off by such loan ? 

4. Has any long term loans been given by the Central Bank to any rural 
society for the purpose of repayment of the old debts of the members ? If 
so, for what period ? 

5. In regard to the short term loans which, we understand, are annually 
given to the rural societies, will you kindly state if the amount of loan required 
by the society is fully met by the Central Bank, and, if not, how the rural 
society meets its requirement ? 

6. What was the proportion between short term and long term loans 
given by the Central Bank to its affiliated societies during the last three years 1 

7. What are the general purposes for which loans are granted by rural 
societies to its members ? 

8.. Are the members of the rural societies adequately financed by their 
society or have they to go to money-lending classes to meet their requirements ? 

9. If it is possible for the supervisors to ascertain from local enquiry, the 
Committee will be obliged if a comparative statement is prepared of a few 
typical villages showing the amount of indebtedness of the members of the 
rural society and that of those residents of the village who are not members. 

10. Is there any rule of your bank that the loans given to rural societies 
in any one year is limited to one or any fixed number of occassions or is enter- 
tained only at certain periods of the years ? 

11. Is there sufficient facility for the grant of short term loans to meet 
all seasonal demands of agriculturists, such as may be required at the time 
of cultivation, sowing, weeding and harvesting of the different crops. If not, 
would you suggest any deviation from the usual procedure adopted by your 
bank in granting loans to rural society ? 

12. To what extent does drinking or drug habit affect the indebtedness 
of the members of the rural societies constituting your bank ? 

13. Does the bank grant loans to co-operative organisations other than 
primary credit societies (e.g., industrial unions, rice mills, co-operative stores, 
supply and sale societies, etc.)l If so, kindly give details. 
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IL— Finanfit. 

14. From what sources . does the Central Bank raise, ^ the fa,ads,': neoe3sar^^^^^ 
for financing rural societies ? 

15. What is the rate of interest paid by the Central Bank on loans taken 
from the Provincial Bank and on deposits for difierent periods taken from 
members and non-members ? 

16. If there is any source, other than that mentioned in question 15 
above, from which the Central Bank derives its funds, kindly state the terms 
on which the bank obtains funds from it. 

17. Has the Central Bank more money on deposit than it can profitably 

employ ? If so, can you suggest any means for the better utilisation of such 
lunds 1 ' ■ ■ 

IS. What are the rates of interest on which loans for different periods 
are granted by the Central Bank to rural societies ? 

19. How are the loans granted to rural societies, remitted to such societies 
and how are the repayments and payments on account of interest of such loans 
made by the rural societies to the Central Bank ? 

20. How are remittances to and from the Provincial Bank made 1 

21. How is the interest actually paid by the Central Bank on loans from 
sources other than the Provincial Bank and on deposits of members and non- 
members ? Is the interest remitted by the Central Bank or have the creditors 
to attend the bank ? 


111. — Other activities of the Central Bank. 

22. Does the bank discount any bills of exchange or hundis and issue 

drafts 1 ■ ■ 

23. Besides the financing of rural societies does the bank do any other 
kind of business (e.g., current accounts, saving banks, life, cattle or other 
insurances, provident funds, religious, charitable or educational Institutions, 
village uplift, training of officials of rural societies) ? If so, kindly give a de- 
tailed account of this. 
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-■.m FOR LOAH OFFIOES ANDJOiflJ STOGIC BAiKS, 

Name of tlie company 

Full address Date of incorpotation 

Authorised (nominal or registered) capital 

Subscribed (or issued) capital 

Note. — Omit annas and pies in ea3h of the amounts below. 


No. 

Particulars. 


(m) 

(Hi) 

(iv) 

(v) 

Remarks. 

1 

Bates of the last balance sheet 
and of the four previous 
balance sheets, preferably 
English dates. 






Give the 

date of the 
last balance 
sheet in 

column (i)^ 
of the pre- 
vious one 
in column 
(ii) and so 
on- 


Bividend declared on those dates 






3 

Paid-up capital as on those dates 






4 

Reserve fund as on those dates . . 







Amount of deposits* — 

(a) for periods exceeding 4 years 
(interest being allowed on 

such deposits at 

per cent, per annum). 






*If diiferent 
rates of 

interest are 
allowed on 
such depo- 
sits, give 
the highest 
and' , lowest 
rates frona 

to 

per 

cent. per 
annum- 


{&) for periods exceeding 3 years 
but not exceeding 4 years 
(interest being allowed on 

such deposits at 

per cent, per annum). 







(c) for periods exceeding 2 years 
but not exceeding 3 years 
(interest being allowed on 

such deposits at 

per cent, per annum). 







(d) for periods exceeding 1 year 
but not exceeding 2 years 
(interest being allowed on 

such deposits at 

* per cent, per annum). 








(e) for jjeriods exceeding 6 months 
but not exceeding 1 year i 
(interest being allowed on 

such deposits at per 

cent, per annum). 

i 

.. 

i. 




i 


(/) Current account (interest 

being allowed at. 

per cent, per annum). 






i 


(g) Other deposits, if any, 
interest being allowed at 
per cent, per annum. 







6 

Total of 5 (a) to 5 (g) , , 












291 




8 

9 

10 

11 

22 

13 

14 

15 



Particulars^ 


Other liabilities, such as balance 
of profit and loss account, 
unpaid dividends, amounts due 
but not yet paid, etc. 


Total of lines 6 and 7 . > 
■Cash-— v' 

(a) on hand 

(b) with bankers 
Total of 9 (a) and 9 (6) 


Cash percentage “(item lO-ritera 

8x100.) 

Investment in Government 
securities. 

Investment in other marketable 
securities . 

Bank premises, furniture, etc. . . 


Investment in any other business 
carried on by the company such 
as zemindary, trade, transport 
(motor bus), industry (e.g., 
printing), etc. State the 
amounts invested in these 
items as shown below : — 

(a) (Name of business No. 1) . . 

(b) (Name of business No. 2) . . 

(c) (Name of business No. 3) . . 

Total of 15 (a) to 15 (c) 

Purposes for which loans are 
granted 

Amounts lent for — 

(a) Agriculture 


(b) Industry other than agricul- 
ture. 


(c) Trade . , 


(d) Other purposes 
Total of 16 (a) to 16 (d) 


(i) (ii) (Hi) (w) (?.’) Remarks. 



actual 
figures for 
different 
purposes 
are not 
available, 
give ap-" 
proximate 
percen- 
tages. 
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|3)'. QIIESTiOilAiEE FOR liTEiSIVE SORVEY OF SELEOTED YILiAiES* 

Name of village' ' • , 

';Tliana' ■ ■ 

Subdivision, 

District 

Situation of the village in regard to road and railway facilities 
Distance from District Board Road and nearest railway station 
Total area of village in acres 



Hindus. 

Muham- 

madans. 

Others. 

, Total,, 

Population 

Number of families . . 














(Sonthals, whether Hindus or Christians, should be shown separately 
as Sonthais ’’ in one of the sub-colunms under the heading ‘‘ Others'h) 

Describe the character of the different kinds of soil found in the village 


Area under cultivation. 


Crops. 

Area in 
acres. 

Amount of produce in 
maunds in — 

Average 
price per 
maund. 

1928-29. 

1927-28. 

1926-27. 

{a) Paddy — 

Am an .. . . i 

Boro . . , . 1 

(6) Other food crops such ; 

Potatoes 

Sugarcane 

Wheat 

(c) Rabi crops — 

Mustard 

Linseed . . 

{d) Jute 
(e) Others 


i 

1 


Rs. A. P. 


N,B . — Please state here the total area of the village in which more than 
one crop is raised every year and also . the total area of the village which 
requires periodical rest. 
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' : Value per acr® of different classes of land In 

[If available, this information should be obtained from the Settlement 


records (crop statistics).] 

1 

Aus land 

2. 

Aman land 

3. 

Boro land 

4. 

Jute land 


Irrigated land 

6 . 

Culturable waste 

7. 

XJnculturable waste 

8 . 

Other kinds 

9. 



Cost of cultivation per acre. 

(In, calculating the cost of cultivation the cost of labour of the 
agriculturist himself and his family should be excluded. Only the wages 
paid to hired labourers should be shown. A typical agriculturist should be 
selected, or an average taken of several typical agriculturists.) 
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S, If tlie sale is to a mahajan or to a middleman who has advanced money, 
does the grower get as good a price for his produce as in the open market ? If 
not, please give concrete examples. 

4. Does the groover have to pay any other charges at the time of the 
sale of his produce, such as Koyaii, Iswarbritti or iakari I If so, ' at what 

-rate^s ■ ' 

5. What means of conveyance is usually availed of by the grower in 
conveying his produce from his field or house to the place where it is sold ? 
What is the average cost of such conveyance per maund for different kinds 
of agricultural produce 1 

6. Does the growler keep back the produce for a better market ? If so, 
give concrete instances during the year 1335. Does the local Co-operative 
Credit Society assist towards this end ? 

7. What are the articles manufactured in the village and how are they 
sold ? 

8. Is there any hat or bazar in the village ? If so, on what dates does it 
sit and what commodities are generally available in it ? If there is no hat 
or market in the village what hat or market do the villagers frequent ? How 
far is it from the village, on what day does it sit and what commodi- 
ties are available in it 1 

9. Is any commission charged by or on behalf of the zemindar as tola or 
mathat on the commodities sold by the villagers in such hat or market ? If so, 
at what rate is it charged ? 

Purchase and industry. 

1. How do the villagers purchase commodities required — 

(а) for industrial and agricultural uses, and 

(б) for their owm household consumption ? 

2. What is the number of shop-keepers in the village and what commodi- 
ties do they sell ? 

3. Do itinerant vendors (e.g., hawkers, pedlars, etc.,) frequent the 
village If so, what commodities do they sell and 'whether purchases are 
made in cash or credit ? 

4. Are goods purchased on credit or in cash ? If the former, how are 
payments made and for how long do the credit accounts run ? What are the 
disadvantages that result from credit purchases ? 

5. Do any cottage industries exist in the village? If so, give details. 
How are they financed (e.g., oil presses, sugarcane presses, sericulture, silk 
and tiissar weaving, cotton w'eaving, tannery, etc.) ? 

Rural Oo-operative Credit Society. 

(To be answ’ered if there is a rural Co-operative Credit Society in the 
village. If more than one village is included in the Jurisdiction of a single 
society the figures in Part I should be given for the members who are resident 
of the village only.) 

1. Name of society 

2. Date of registration 
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Part I, 

3. Number of members 

4. Total amount of deposits made by the members since the establish- 
ment of the society 

5. Rate of interest on deposits 

6. Total amount of loans taken by the members in— 

1928-29 

1927-28 

1926-27 

7. Rate of interest paid by the villagers for loans 

8. After examining the ledgers of the members please note whether re- 
payments of loans are made on due dates by the members. If not, please 
note what steps are taken by the society for enforcing punctual repayments. 

9. Is there any complaint from the members — 

{a) that applications for loans are unduly delayed ? 

(6) that the full amount of requirement is not lent ? If so, please 
state if the member has taken recourse to the local 
money-lenders. 

(c) against the conduct of the officials of the society ? 

10. Has the establishment of the society resulted in the reduction of the 
rate of interest charged by local money-lenders ? If so, give figures. 

11 . Are the benefits of the society appreciated by the members, and 
is the membership of the society increasing ? 

Part IL 

(The following figures should be given for the whole society.) 

Rs. ■ A. . P* 

12. Working capital 

13. Reserve fund up to date . , 

14. Share capital paid up to date 

15. Amount borrowed from the Central Bank in — 

1928-29 

1927-28 

1926-27 

16. Rate of interest charged by the Central Bank 

17. Are repayments to the Central Bank punctual ? If not, please 
examine the causes and note if they are sufficient. 

(Similar information should be given for co-operative societies that may 
be in the village other than the credit society.) 

Bates of enquiry 

Bate of submitting report 

Signature - 

Besignation 
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Stalement L — Oeeypatlori cif Families. 

{This information should be collected from the Union Board or Pancha- 
yeUs Assessment Register, corrected by local enquiry.) 

[Sonthals should be shown as (S) in column 3,] 

I Religion. 


Serial No. Name of head family. Hindu (H). Occupation. 

Muhammadan (M). 

Others (O). 



Statement il. — Tenants’ holdings. 


(This information should be collected from the Settlement Khatians 
corrected by local enquiry.) 









statement iV.— Purpose of the Loan taken 
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Statement V.— Family Budgets. 

Please give actual family budgets for the year 1335 B. S. of two 
typical families of each of the following classes, one of whom is living :n com- 
parative comfort and another living in indigence. A typical family should 
consist of two adult males, two adult females, and two minor children. 
Where the family selected deviates from the above type, please mention in 
detail the members comprising the family : — 

(u) Agriculturists. (6) Artisans. (c) Middle classes. 


Income. 


Source. 

Family in 
comfort. 

Family in 
indigence. 

1. From agriculture (gross value of the produce) 

2. From exploitation of other raw materials, e.g. — 

(а) Fruit or vegetables 

(б) Milk or milk produce . . 

(c) Fish . . 

(d) Poultry and eggs . . • . 

(e) Sericulture 
if) Hides 

(g) •• 

(h) 

3. Rent received in cash or kind 

4. Handicrafts, e.g* — 

(a) Weaving 

(b) Brass and bell-metal industry 

(c) Tanning 

(d) Leather industry 

(e) Pottery 

(/) Carpentry . . . . 

(g) Blacksmithy 

(A) Lac industry .. 

(i) 

(i) .. .. 

(h) .. - .. 

Rs. 

A. 

1 

P. 

R.'S. 

A. 

P* 

[ 

1 

i ' . . 
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Source. 

Family in ■ 
comfort. 

Family in 
indigence. 

5. ^Salaries, wages and other pajnnents in cash 
or kind for services rendered, e.g., as — 

(a) Labourer . . . . . . I 

(b) .. .. .. i 

(c) .. ■ .. 1 

id) 

(e) .. 

if) 

6. Other sources of income, e.g. — 

(а) Loans incurred in the year in cash or in 

kind 

(б) 

(c) 

(d) 

7. Total income .. .. .. 

Rs. 

A. 

F. 

Es. 

A. 

P. 




i 

i 

1 




*(If a member of tbe family works elsewhere the net amount remitted 
by him during the year should be shown.) 


Expendittire, 


.* . ■ , , , , j 

Items. ' 

Family in 
comfort. 

Family in 
indigence. 

I. Rent, cesses, rates, and tasces 

II. Food— 

(a) Rice . . ... 

(b) Pulses . . . . ' , . 

(c) Vegetables . . . . 

(d) Fish, eggs, meat or other animal food 

(e) Milk 

if) Cooking oil and ghee 

(g) Salt . . 

(h) Sugar, gur or sweetmeat . . 

(i) Tobacco . . .. . . . 

( j) Betel leaf and betel nuts, etc. 

(k) Spices for cooking .. .. 

Rs, 

A. 

P. 

1 

Rs. 

A. 

I 

i 

1 

P. 
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Items. 

Family in 
comfort. 

Family in 
indigence. 

(1) Fuel . . 

(m) Fodder for cattle 

w .. 

Til. Dress-- 

(fl^) Dliuti , . . . , . 

(5) Sari . . . • 

(c) Ganji •• * • 

(d) Gamcha 

(e) Coat 

(/) Shoes . • . , 

{^) Warm wrapper .... 

(h) 

(i) 

IV, Kerosene or other lighting oil 

V, Repairs or renewals of house, furniture 
and utensils 

VI. Education of children 

VII. Medical expenses .. . . 

VIII, Intoxicating drinks and drugs 

IX, Social and religious ceremonies 

X. Cost of cultivation . . . . | 

XI. Cost of journeys 

XII. Purchase of luxuries 

XIII. Cost of litigation 

XIV. Interest paid on loans 

XV. Loans in cash or kind repaid . . 

XVL 

XVIL .. .. ... 

XVIIL .. , 

Total expenditure 

Rs. 

A. 

F. 

Rs. 

A. 

' 

P. 
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APPENDIX IV. 


List ot witnesses examined. 


Serial 

No. 

Date. 

Name. 


Page of 
evi- 
dence 
in 

volume. 

1 

2 

August 23rd, 1929 . . 

September 30th, 1929 

Mr. Jadunath Sarkar, Deputy Director of 
Agriculture, Western Circle. 

Khan Sahib Syedur Rahman ofl 

Chandra, Jamalpur. 


3 

4 

5 

Ditto 

October 30th, 1929 . . 

Ditto 

Mr. Mahim Chandra Deb Maulik, 
President, Bar Association, 
Jamalpur. ^ 

Mr. Joges Chandra Ghose, Vice- 
Chairman, Indian Tea Plan- 
ters’ Assocition, Jalpaiguri. 

Mr. A. F. Rahman, m.l.c.. Tea 
Planter, Jalpaiguri, 

Jointly . . 


6 

October 3ist, 1929 . . 

Mr. Jai Gobinda Guha, Chairman, District 
Board, Jalpaiguri, 


7 

November 3rd, 1929 . . 

Mr. Kunjalal Basak, Managing Director, 
Noagan Tslamia Bank, Ltd, 


8 

9 

« 

10 

11 

November Sth^ 1929 . . 

Ditto 

Ditto 

Ditto 

Mr. Agniswar Roy, Managing'' 
Director, Bengal United Bank, 
Ltd. 

Mr. Surendra Nath Shorn, 
Managing Director, Savings 
and Industrial Bank. 

Mr. Akshoy Krishna Bose, 
Managing Director, Union 
Bank Co, 

Mr. Narendra Narayan Neogi, 
Managing Director, Jamalpur 
Bank, Ltd. 

^Jointly . . 


12 * 

November 9th, 1929 

Mr. Dinesh Chandra Guha, Chairman, Urban 
Co-operative Bank, Ltd. 


13 

December 13th, 1929 

Mr. S. M. Bose, Proprietor, Bengal Waterproof 
Works. 


14 

December 17th, 1929 

Mr. B. Maitra, Partner of Messrs. Sen, Das 
Maitra & Co. 


15 

January 27th, 1930 . . 

Maulvi Shah Abdur Rauf, Secretary, Rangpur 
Central Co-operative Bank. 


16 

Ditto 

Rai Bahadur Sarat Chandra Chatterji, 
Chairman, District Board, Rangpur. 


17 

Ditto 

Mr. A. R. Malik, Deputy Director of Agri- 
culture, Northern Circle. 


IS 

January 28th, 1930 . . 

Mr. Satya Gopal Sen Gupta, 
Officer, Rangpur and Bogra. 

Income-tax 


19 

Ditto 

Mr. A. K, W, Ahmed, Sadar Subdivisional 
Officer, Rangpur. 


20 

Ditto 

Mr. M. B. Roy, Deputy Collector 



21 

Ditto 

Mr. R. Paiit, Superintendent of Post Offices, 
Rangpur and Bogra. 


22 

January 30th, 1930 . . 

Mr. Anandji BEaridas 1 Representatives of 


23 

Ditto 

Mr. H. P. Bagaria the Indian Chamber 


24 

Ditto 

Mr. M, C. Raisurana > of 

Commerce. 


25 

Ditto 

Mr. R. L. Nopany | (Evidence taken 


26 

Ditto 

Mr. M. P. Gandhi J jointly.) 
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Page of 
dence 
VQluirr.o* 


Serial 

N-o. 


Date, 


Mr. S. K. Haidar, I. C.S., Subdivi-" 
sional Officer, Tamluk. 

Mr. B. K. Bhattacharyya, Circle 
Officer, Tamluk. 

Mr. B. C. Adhya, Circle Officer, 

Mahisadal. 

Rai Bahadur Manmatha Nath 
Bose, Secretary, Midnapore 
Central Bank. 

Mr. B. K, Chose, 2nd Khas Mahal 
Officer, Contai. 

Mr. Manishi Nath Bose, Assistant 

Secretary, Midnapore Central > Jointly . , 
Co-operative Bank. 

Mr. Surendra Chandra Chakra- 
barty, Inspector of Co- 
operative Societies. 

Mr. D. N. Sen Gupta, Executive 
Engineer, Cossye Irrigation 
Division. 

Mr. S. C. Mazumdar, Executive 
Engineer, Bankura Irrigation 
Division. 

Mr. D, M. Mitra, Superintendent of Post 
Offices, Midnapore and Bankura. 

Mr. A. K. M. Ehya Sadique, Income-tax 
Officer, Midnapore and Bankura. 

Mr. A. M. Chakrabarty, Khas Mahal Manager, 
Contai (Midnapore). 

Mr. A. T. Weston, Director of Industries, 
Bengal. 

Mr. T. C. Roy, Collector, Nadia 

Mr. D. N. Sen, Sadar Subdivisional Officer, 
Noakhali. 

Khan Bahadur Saiyid Muazzamuddin Hosain, 
Subdivisional Officer, Feni. 

Mr. S. L. Nandi, Income-tax Officer, Tij^pera 
and Noakhali. 

Mr, M. K. Banerjea, Income-tax OfHcer, 
Chittagong. 

Dr. Beni Mohon Das, Ex-Seere-' 
tary Chittagong Urban Bank. 

Mr. Jogesh Chandra Sen, Sec- > Jointly .. 
retary, Chittagong Central 
Co-operative Bank. 

Mr. Satyendra Nath Duita, Subdivisional 
Officer, Cox’s Bazar. 

Khan Sahib Mauivi Ali Azam, Deputy 
Collector, Chittagong. 

Mr. Niranjan Bhuiya, a i)roprietor of the 
firm of Messrs. Harish Chandra Rain Kanai 
Bhuiya of Chittagong. 

Mr. B. K. Das, Assistant Registrar of Co- 
operative Societies, Chittagong Division. 

Haji Naju Mia, Merchant, Chittagong 

Mr. Golab Chand Somani, representative of 
Messrs. Laksminarayan Rambilas, Bankers, 
Chittagong. 


27 February Ist, 1930 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


39 February 8th, 1930 

40 February 10th, 1930 

41 February 13th, 1930 


Ditto 


Ditto 


Ditto 


Ditto 


Ditto 


47 February 14th, 1030 

48 Ditto . 


.Ditto 


Ditto 
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, Serial 
No. 

, Date. 

Name, 


53 

February 14tb, 1930. . 

Mr. K. K. Sen, Managing Director of the 
Chittagong Engineering and Electric 
Supply Company. 

,54 

Ditto 

Rai Bahadur Upendra Lai Roy, Zemindar and 
Merchant, Chittagong. 

55 

February 16th, 1 930 . , 

Mr. Hemchandra Das, Inspector" 
of Co-operative Societies, 
Khepupara. 

j>- Jointly . . 

56 

Ditto . . 

Mr. Abu Ali Sabir, Inspector of 
Co-operative Societies, Bhola. 


57 

Ditto 

Mr, Gopai Chandra Biswas, 
Managing Director, Barisal 
Rindan Samity. 


58 

Ditto 

Mr, Kali Prasanna Giiha, 
Deputy Chairman, Barisal 
Central Bank. 

^ Jointly • . 

59 

Ditto 

Mr. Rajani Kanta Chatter ji, 
Secretary, Barisal Loan Office. 


60 

Ditto 

Maulvi Kazi Abdul Wajej, 
Chairman, Dhandoba Rui'al 
Co-operative Credit Society. 


61 

Ditto 

Maulvi Mahabat Ali, Chairman, 
Purba Najirpur Rural Co- 
operative Credit Society. 

Jointly . . 

62 

Ditto 

Maulvi Mianali Bari, Chairman, 
Hassanpur Rural Co-operative 
Credit Society. 

63 

Ditto 

Maulvi Mahammad Ali Bari, 
Secretary, Hassanpur Society. 


64 

February 17th, 1930. . 

Khan Sahib Kazi Muhammad Mahiuddin, 
Colonization Officer, Bakarganj , 

65 

Ditto 

Mr. Akimuddin Aiimed, Secretary, Dakiun- 
shahbazpur Land Mortgage Bank. 

66 

Ditto 

Mr. Saral Kumar Dutt, Secretary, Barisal 
Central Co-operative Sale and Supply 
Society. j 

67 

Ditto 

Mr. Nur Muhammad Ismail, Joint Sub- , 
Registrar, Barisal. i 

68 

Ditto 

Mr. N. C. Saha, Income-tax Officer, Bakar- : 

69 

February 19th, 1930.. 

ganj . . 1 

Mr. S. Bose, Subdivisional Officer, Mimshiganj. : 

70 

Ditto 

Mr, K. B. Saha, Lecturer in Economics, Dacca ; 
University. l 

•71 

Ditto 

Mr. Matilal Dam, Lecturer in 
Dacca University. 

Economies, 

72 

Ditto 

ilr. Bankubehari Ghose, Subdivisional Officer, 
Jamalpur. 

73 

Ditto 

Mr. N, N. Ghakravarti, Assistant" 
Conrmissioner of Income-tax, 
Dacca. 

►Jointly , . 

74 

Ditto 

Mr. Pamialal Adhikari, Income- 
tax Officer, Dacca. 

75 

February 20th, 1930. . 

Khan Bahadur Kamaruddin Ahmed, 
Assistant Registrar of Co-operative 

Societies, Dacca Division. 

76 

Ditto 

Edian Baliadur Kazi .ZahiruI Haque, Deputy 
Chairman, ' Dacca Central Co-operative 
Bank. ■ ■ 
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Date. 


Name. 


77 

78 

79 

80 

81 

82 

83 

84 

85 

86 

87 

88 

89 

90 


February 20th, 1930 
Ditto 

February 21st, 1930 
Ditto 

Ditto 

Ditto 

Ditto 

February 22nd, 1930 
March 11th, 1930 
Ditto 
Ditto 

Ditto 

Ditto 

March 13 th, 1930 


Mr. N. K. Paul, Income-tax Ofificer, My- 
mensingh. 

Mr. Sudhirendra Kishore Dutta Ra,y, Sec- 
retary and Director, Brahmanbaria Loan 
Company. 

Mr. S, V. Ayyar, Lecturer in Economics, 
Dacca LTriiversity. 

Muhammad Saberaj Bhuiya,” 

Secretary, Asrampur Co - 

operative Bank, 

Shaik Muhammad Rajab Ali, ^Jointly .. 
Secretary, Barabamipara ( 
Co-operative Bank. j 

Babu Prasanna Kumar Sen of Jagabanahu 
Podder’s firm, Dacca. 

Babu Aswini Mohan Ghose, Secretary, Jamal- 
pur CentraL Co -operative Bank. 

Mr. Jnaria Ranjan Ghose, Assistant Secretary, 
Industrial Union, Dacca. 

Mr. P. Hoarder, President, Baled Jute Ship- 
pers’ Association, Calcutta. 

Mr. K. U. 'Mullick,y 
Member. ^ ^ ^ ^ ^ 

Captain N. M. Rai 
Chaudhury, Mem- 
ber. 


Mr. H. P. Ghose, 
A ssistant Secretary. 


Mr. J. M. Sen Gupta, 

Assistant Secre- 
tary. 

Mr. J. T. Donovan, Collector, Bakarganj 


^Representatives of 
the Bengal National 
Chamber of Com- 
merce, Calcutta, 
jointly. 
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APPENDIX V. 

Itinerary of the Provincial Banking Enquiry Committee, Bengal, 

1929 - 30 . 

A, — Itmermy oj the full Committee or in hatches, 

Siiri (Birbhum) — September 13th to 17th, 1929. 

Krishnagar (Nadia) — September 23rd, 1929. 

Bogra (Bogra) — September 28th, 1929. 

Jamalpur (Mymensingh)- — September 29th to October 1st, 1929, 

Chandpur (Tippera) — October 2nd, 1929. 

Jalpaiguri (3'alpaiguri)~-*October 30th to November 2nd, 1929. 

Naogaon (E,ajshahi)~-November 3rd to 4th, 1929. 

Krishnagar (Nadia) — ^November 30th to December 1st, 1929. 

Gosaba (24-Parganas) — ^December 29th to 30th, 1929, 

Rangpur (Rangpur) — January 27th to 28th, 1930. 

Midnapore (Midnapore)— February 1st, 1930. 

Ohittagong (Chittagong) — February 13th to 14th, 1930. 

Barisal (BakarganJ ) — February 16th to 17th, 1930. 

Dacca (Dacca)' — February 19th to 22nd, 1930. 


B, — Itinerary of the individual Members of the Committte. 

1. Mr. K. C. De, c.i.e., i.c.s. (retired). Chairman, 

Krishnagar (Nadia) — October 27th, 1929. 

Bhagyakul (Dacca) — ^November 16th and 17th, 1929. 

Jessore (Jessore) — November 23rd, 1929. 

2. Dr. J. C. Sinha, Member. 

Bogra — September 29th and 30th and October 1st, 1929. 

Bogra — November 15th and 16th, 1929. 

3. Rai Sasadhar Ghose Bahadur, 

Jamalpur (Mymensingh) — December 1st, 1929. 

Arrah (Mymensingh) — December 28th, 1929. 

Tangaii (Mymensingh) — December 30th to 31st, 1929, and January 1st, 1930. 

4. Khan Bahadur Hemayatuddin Ahmed, Member, 

Chandpur (Tippera) — October 24th to 28th, 1929. 

Chandpur (Tippera)-— November 13th to loth, 1929. 

5. Khan Bahadur Azizul Haque, m.l.c,.. Member, 

Rampurhat (Birbhum) — September 26th' to 27th> 1929. 

Suri (Birbhum)-— October loth and 17th, 1929. 

Rampurhat (Birbhum) — October 27th and 28th, 1929. 

Suri (Birbhum) — November 26th to 28th, 1929. 

Plassey (Birbhum) — December 6th, 1929. 

Satghata (Birbhum) — December 9th, 1929. 

Suri (Birbhum) — December 18th to 21sti 1929 and January 14th to 19th 1930?^ 

6. Mr. J. C, Chaudhuri, Secretary, 

Dacca — -December 23rd, 24th and 27th, 1929. 
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AWEUBIX Vi. 

(1) 'Tile, llao.ga@fi Co-operative ' Land-mortgage : Ban kg Liiiiited« ^ 

The society was started in 1924. It was originally named as the 
Ganja Mahal Bank. The bye-laws were completely amended and 
registered in August 1929 and the society is now named as the Naogaon 
Oo-opeiative Land-mortgage Bank, Limited. 

Area« — Its area of operation is the tract of land known as the Ganja 
Mahal in Naogaon Subdivision. 

Shares. — The authorized share capital is five lakhs of rupees divided 
in 50,000 shares of the value of Rs. 10 each fully payable in one lump. 
No member is allowed to hold more than one-fifth of the subscribed 
share capital of the Bank or to hold shares the value of which exceeds 
Es. 5,000. 

The liability of members excepting honorary members nominated by 
the Registrar, is limited to twice the value of shares held. 

The number of members is 1,686 (up to Novemher 1920) and the 
fully paid up share capital is Rs. 52,480 (up to November 1929). 
Applications for membership are properly dealt with, at meetings of 
the Board and of the Snb-conimittee. 

Working Capital. — ^The working capital has been always on the 
increase since the start of the society. It is now composed of : — 

Rs.' ■, A.' T. 

Share Capital .. .. . . .. 52,480 0 0 

Members’ Dej)osit — 

' ; Fixed : ... ■ ' , ■ .. ■: .. .. 54,045 0 0 

Current .. .. 1^562 7 3 

Non-members’ Deposit— 

yyvFixed- .. y. . . .. ^ ' 2,15,530: 15;, ■ O' . ^ 

. .. , 

Cash credit with the Naogaon Ganja Cultivators’ Co- 
operative Society, Limited . . , , , . Satisfied in Sep- 

temberlast. 

2,264 0 0 

6,536 0 0 


Sinking Fund 
Reserve Fund“ 


Total 


3,38,687 11 6 
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; ; Deposits' and borroMf^^ — The present rates of interest on deposits 

'are,:— . 

:Est, A. 

' 3 12 / 

,64 

8 : 

■8" ^'o 

The old rates have been diminished in view of the confidence that it 
now enjoys ainong’st depositors. The deposits received are on the 
increase. Deposits of non-members exceed those of members because 
most of the share-holders are people who require loans and have not 
enough to deposit. Fixed deposits at different rates on different terms 
are shown in a separate statement enclosed herewith. Schemes fo?’ pro- 
vident deposits have been adopted though not yet given effect to. As 
this will provide for long term deposits, it will do away with the diffi- 
culty in issuing loans for long terms. 

It had a cash credit of Rs. 1,00,000 from the ISTaGgaon Ganja Oulti- 
vatorsV Co-operative Society, Limited, at 7| per cent. It has fully 
repaid, the drafts made in September last. 

Cash and securities.— The Honorary Secretary is the Cashier. He is 
empowered to keep cash with him up to Rs. 100. As a matter of fact, 
it is kept in current account with the Ganja Cultivators' Co-operative 
Society. 

Bonds and other valuable documents are kept in the strong room of 
the Ganja Cultivators' Co-operative Society, of which the key is with 
the Secretary who is also the manager of the Ganja Cultivators’ Co- 
operative Society. 

Loans. — The interest on loans against simple and mortgage bonds 
as also against cash credit given to memhers is Rs. lO-Jf per cent. 

Formerly loans up to Rs. 250 for meeting the immediate require- 
ments of members were given against simple bonds in April, May and 
June on the security of ganja stored and are recovered from its price. 
These were practically short-term loans. Recently it has been resolved 
to charge 12^ per cent, on loans not secured by mortg^age of lands and 
1011 per cent, long-term loans secured by mortgage of lands. Accord- 
ing* to amended bye-laws there is no provision for loans on simple bonds. 

Cash credit was formerly given to all members against pro notes. 
Members who are also members of the co-operative rural societies are 
not now given cash credit as they get loans from these societies to meet 
their current or short-term requirements. 

Loans are now given against mox'tgage bonds. No loan application is 
entertained unless it is recommended by the Director who belongs to the 
locality of the applicant member. A member w'ho is also a member of 
a rural society is not given a loan unless his case is recommended by 
the latter. 


Current 

Fixed—. 

One year 
Two years 
Five years 
Ten years ' 
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All loan applieatto^^ are locally enqm^^^ a supervisor as to 

assets, liabilities and arrear rents of intendiiig borrowers. ^ There are 
three supervisors for the three circles into which the Gaiija Mahal is 
divided. J3esides, there are two pernianent office clerks, one at Rajshahi 
■and another at Naogaon, to act as searching clerks at Registration 
‘■offices. v'- ■ , ' ■ 

Loan applications are considered by the Board. The working com- 
mittee can deal with application for loans up to Rs. 750. 

Loans are issued on due execution and registration of mortgage 
bonds. As ^^oon as a loan is issued steps are taken to see that all pre- 
vious debts of the borrower as also his arrear rents are cleared up from 
loans taken, i.e., the purposes for which the loans are taken are satisfied. 
Redeemed bonds of previous debts are obtained and kept in the office. 
According to the amended bye-laws two sureties are required in all eases 
of loans. 

In order that members may pay up the dues of the Bank without 
default, easy instalments are given extending over up to 20 years. 
There are two instalments in each year. One at the Gan j a season and 
another at the jute season. The overdues amount 84 per cent. This 
is due to unfavourable crop conditions. 

There are provisions for issue of debentures in the bye-laws but it 
has not been given effect to. People do not like to risk in debentures 
unless these are backed by Government guarantee. 

A statement showing the amounts lent on different terms is annexed 
herewith. 

Profit. — The Bank has earned a net profit of Eg. 10,906-2-3 during 
the year 1928-29. 

Ifteserve Fund- — The total amount of the Reserve Fund is Rs. 6,536. 
No part of it has yet been separately invested. 

Board- — The present Board of Directors as constituted under the old 
bye-laws consists of 21 members, of whom 3 are ex-ojficio members aad 
6 nominated by the Registrar, Co-^operative Societies, and 12 elected 
members. There is no provision for ex-ojficio members in the present 
amended bye-laws. Fnder the new bye-laws the Board is to consist of 
12-21 Directors, of whom not more than 6 are to be nominated by the 
Registrar. 

Statement showing the amount of deposits 
different rates on different 

5 Years’ fixed deposit — 

At 9 per cent. 

At 8 per cent. . . 

At per cent. . . . . 

2 Years’ fixed deposit — 

At per cent. . . 

At 7 per cent. . . ■ • .■ . ■■■ : . . 

1 Year’s fixed deposit— 

At per cent. . . , , . . 

At 5 per cent. 


2,60,850 15 


taken fay the Bank at 
terms- 

■Rs. , A.. 
■ . . 43,500 0 

57,995 : 0„ 
10,000 0 


,93,918^ ■ .7 

i4,22:5'.:.;;;o; 


1,212 8 
40,000 0 


Total 
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Stateiiietit showing amoynts lent on different teriiis«. 

Year’s Kist, Amount, 


1 

2 

3 

,4 
^ 5 
6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 
17 
13 

19 

20 


Rs. 

341 

5,870 

16,105 

28,045 

71,855 

300 

5,050 

11,870 

4,300 

84,345 

10,450 

1,100 

1,400 

80,175 


Total 


28,500 

3,49,706 


(2) Note on Co-operation in Cosaba. 

Gosaba is the headquarters of the zemindary of Sir Daniel Hamilton 
in the Simderbans. The estate has a compact area of about 25,000 acres, 
of which about two-thirds have been deforested and brought under 
cultivation. The soil is quite fertile, but saline water has to be kept 
out by high embankments. 

Sir Daniel began with making advances to cultivators like other 
landlords, although on quite easy terms. But as this did not encourage 
thrift and selfhelp, he provided the capital necessary for a co-operative 
credit society on the Raiffeisen model started in 1916. The movement 
caught on, and by 1924 the societies were sufficient in number to be 
federated into the Gosaba Central Co-operative Bank, Limited. Pro- 
gress was made in another direction at the same time. In 1919, a co- 
operative store was started which supplied all the needs of the villagers. 

The entire deforested sunderbans grow only one staple crop, viz., 
paddy. By 1922 a co-operative paddy sale society was organised at 
Gosaba to eliminate the numerous intermediaries in the rice trade. 



Five years later, iii 1927, tlie Sale Soeiety started a mill. The 

Society sells its lice and paddy through Paddy Sale Society 

in. Calcutta. . ■ . 

As a type of rural societies, the Committee inspected three co-opera- 
tive credit societies at the village Eaiigabelia in Gosaba Estate on the 
24th December 1929. Practically all the families in the village are 
represented on the credit societies. In fact, the co-operative spirit has 
made so mnch progress that there is no litigation, all disputes being 
settled by the co-operative societies. Eecently, on the death of a mem- 
ber, his wife was enrolled as a memher and necessary arrangements for 
the cultivation of the holding was made by the Rural Society, The 
organisations have all the characteristics of ^'A’^ class societies, but 
they belong to class B ’’ on account of the smallness of deposits of 
members. The reason for this, as explained to the Committee, is that 
the members of the credit society have ordinarily to invest all their 
savings for the improvement of their holdings and there is at present 
little surplus available for deposits. On the other hand, finance for 
long term requirements has now been mostly met through the credit 
societies by Sir Daniel himself who cleared off the old debts of his 
tenants to mahajans. Most of the loans granted by the co-operative 
societies are for short periods in instalments between May and Septem- 
ber for specific purposes such as expenses of cultivation. It is interest- 
ing to note that unlike the rural credit societies in many other parts 
of the province Rangabelia credit societies grant loans only on personal 
security and not on the mortgage of land as additional security. When 
the crop is harvested and carried to the Sale Society at Gosaba, credit 
is given to the cultivator in his (indigenous Pass Book) for his 
crop calculated at the market rate. At the same time, the amount due 
to the rural society in respect of loans and to the landlord in respect of 
rents are debited. It is no wonder therefore that there are no arrears, 
for the rice crop seldom fails in the Sunderbans and the entire output 
is controlled through different co-operative organisations in the interest 
of members. 

There are 18 such rural societies (4 of which belong to class B 
and 14 to class C affiliated to the Gosaba Central Co-operative 
Bank, which has 3 other members, viz., (1) the Co-operative Stores, 
(2) the Co-operative Sale Society and rice mill and (3) the Co-opera- 
tive Credit Society of the employees of the zeinindary estate and of the 
Central Bank. The rural societies borrow from the Central Bank at 9f per 
cent, and lend at 12^ per cent. As all such loans are now short-term loans, 
the Central Bank receives short-term deposits, generally for one year at 

per cent. The present share capital is Rs. 4,625 whereas the reserves 
and other funds amount to Rs. 2,727, according to the latest balance 
sheet for the year ending 30th June 1929. The Central Bank is financed 
at present mainly by non-members, the most important of whom is 
Sir Daniel Hamilton who has substantial deposits in the bank. It is 
desirable that the Central Bank should try to make itself independent 
of such outside help and the members should increase their deposits 
as far as possible. 

The Co-operative Store called the Gosaba Bhander is, on the other 
hand, financed mostly by members, who, in addition to their share 
capital, deposit small sums in Home Safe boxes. They are getting 
a dividend of 12-| per cent, for the past few 3 ^ears in addition to an 
average rebate of about 4 per cent, on their purchases. 
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Unrestricted credit sale is oM of the catises of the failure of the store 
moveineiit in Bengal. The Grosaba Bhander sells cash at the market 
price both to members and non-members and thus avoids bad debts.. 
Its management is also quite economical, involving an expense of 
Es. 1,243 against a sale of Es. 23,586, according to the latest balance 
sheet. The statistics in dicate almost uninterrupted progress since the' 
Inception of the Store except in the year 1922-23 when there was a 
■burglary. . 

The Co-operative Sale Society or to give its full name, The Gosaba 
Jamini Rice Mill 0 Dhanya Bikray Samiti, Limited,'' has had, on the* 
other hand, a somewhat chequered career. During 1925-26, one of the 
boats carrying its paddy, w^as lost on the way to Calcutta, causing a 
serious loss. During the last season, the rice trade was disorganised. 
Competition due to bumper crops in Siam and Iiido-China and to in- 
creased cultivation in the United States of America, Italy and Spain 
proved so keen that huge stocks of Burma rice had to be held, so iiiuch 
so that prices during the off season were actually lower than during 
the previous harvesting season. Stocks of Gosaba Sale Society had to 
be written down to market value, the result for the past season’s work- 
ing showing a net profit of Rs. 132 only. 

But this is due to world factors affecting the general rice trade and! 
is in no way due to ineffieiency in the co-operative organisation. 

In fact the chief reason for the successful working of other co-opera- 
tive concerns at Gosaba is that the entire crop has to be broiigdit to the^ 
Sale Society, there being no mahaja7i, bepari or aratdar in the area. 
Co-operative Credit Societies elsewhere might consider whether realisa- 
tions would not be better carried out than at present, if they start sato 
societies for their member on the Gosaba plan. 


(3) Mote on Pooling of the hemp drug produced in Bengal by the 
Naogaon Canja Cultivators’ Co-operative Society, Ltd. 

The Naogaon Ganja Cultivators’ Co-operative Society was registered 
in 1917 under the Co-operative Societies Act. It is a limited liability 
company, composed of ganja cultivators only in the Naogaon subdivi- 
sion of the Rajshahi district. They number about 4,000. The share 
capital consists of fidly paid-up shares of the value of Rs. 10. No mem- 
ber can hold more than 100 shares. The last balance sheet shows the 
paid-up share capital to be Rs. 45,650 held by 3,916 members. 

The reserve fund of the Society is Rs. 3,00,035 and there is in addi- 
tion a special reserve of Rs. 1,66,538. The reserves are not separately 
invested. 

The working capital is composed of the paid-up share capital, the- 
reserve funds, and deposits. The latter amount to Rs. 1,96,635. Thus- 
the total working capital is Rs. 7,08,858. 

Deposits are both current and fixed. The rate of interest for current 
deposits is 3f per cent, and that on fixed deposits varies from 6i per 
cent, to 8 per cent, according to the period. 

The Society obtained from Government the sole monopolv of pur- 
chasing ganja manufactured by the licensed cultivators and uses its- 
working capital in making the purchase of the manufactured drug' every 
year. These licensed cultivators are not always members of the Society^ 



4)iit they become members soon after the prodnction of the first crop. 
When a licensed cultivator manufactures ganja he brings it to the 
Excise Depot at Naogaon. On producing the Excise Department’s 
•certificate he obtains from the Society the first instalment of price^ 
•called advance price/’ as fixed by the Committee of the Society. Six 
months later the remainder of the price called deferred price/’ also 
^as fixed hy the Committee, is paid to him. At the close of the year 
the Society prepares its annual account and after making payment on 
account of the statutory provision for the reserve fund and a statutory 
maximum rate of dividend on the shares, gives a bonus to the maiiii- 
facturer. The rate of bonus to the non-members is half that paid to tile 
members. There is still a very large surplus left, which is expended 
by the vSociety on charity, bonus to employees, medical aid, public 
improvements, such as communications, etc., and the balance is carried 
ever. 

In 1927-28, 1,798 bighas (1 bigha= *33 acre) were brought under 
cultivation and produced 6,092 niaunds of the drug. The advance 
price paid was Rs. 90 a maiind, the deferred price Rs. 7 and the bonus 
Rs. 30 per maund, making up a total of Es. 127 per niaund. Thus the 
price obtained by the cultivator amounted to Rs. 127 per inaund and 
averaged about Rs. 437 per bigha. 

The Society sells ganja to licensed vendors at a rate fixed by the 
Commissioner of Excise which was Rs. 200 for Bengal vendors and 
Rs. 175 for vendors from outside the province. In 1927-28 the Society 

f aid Rs. 5,22,477 for the price of the manufactured drug and sold it 
or Es. 8,68,082. 

The drug is sold in retail at the rate of Rs. 105 per seer or Rs. 4,200 
a maund. The bulk of the difference is received by Government as duty 
^Rs. 40 a seer) and license fee on shops (also Rs. 40 a seer) and only the 
remainder (Rs. 20 per seer) goes to meet the expenses and the profit 
of the licensed vendor. 

Thus it will be seen that this Society does not assist the ganja culti- 
vator in the process of cultivation and nianufactiire of the drug. Nor 
•does it finance for either capital or current expenses of farming or for 
household expenses. These functions are exercised by other Co-opera- 
tive Societies. There are, firstly, ^ about 40 rural Co-operative 
Societies within the Ganja mahal which extends to about 50 sq. miles, 
and they finance the cultivators with short-term loans. There is also 
the Co-operative Land Mortgage Bank which gives them long-term 
loans. There are also the Co-operative AgTiciiltural Association which 
•supplies them with improved seeds and manure and the Co-operative 
Store which sells them various articles of consumption at a moderate 
price. 

The Society does a large amount of works of public utility. It 
maintains three charitable dispensaries, one veterinary hospital", two 
High English Schools, one Middle English School" and forty-two 
Primary Schools. Besides these recurring expenses, money is also spent 
on making and maintaining roads and bridges, bunds, burial grounds, 
otc., for the benefit of the public. The area is also served by an 
itinerant Veterinary Surgeon who treats the cultivators’ cattle free. 
.For co-operative propaganda work a grant of Es. 3,000 is made to the 
Bengal Co-operative Organisation Society. The Society also makes 
grants-in-aid to various institutions maintained by public bodies, mis- 
sionaries or private individuals. 
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The employees^ of the Society ' usually '::reGeiTe , a ■ bonus out of tlie 
profits at the end of the year. The Society has built Gommpdioiis and 
sanitary accommodation for them in the town and has .proYided. them 
with a club. They have also a Co-operative Store of their own. 

The Society has also constructed residence for the officers of the 
Excise arid Co-operative Departments stationed in Naogaon, for which a 
moderate rent is charged. 

The administration of the Society is vested in a Committee of 26 
members, composed of the Collector as Chairman, the Subdivisional 
Officer as Vice-Chairman, 21 elected members and 3 nieiiibers nominated 
by the Registrar. The work is in charge of a Deputy Chairman, a whole 
time officer lent from the Bengal Civil Service by the Government. 

The Society also does banking work for all the co-operative institu- 
tions in the town. No other Co-operative Society has got a strong room. 
They all keep their funds in current deposit with this Society and 
receive an interest at 3| per cent, per annum on the minimum monthly 
balances. The Society keeps its own surplus funds with the Provincial 
Co-operative Bank as current deposit bearing 4 per cent, per annum. 
So, on the whole, it does not incur any loss by giving interest on current 
deposits to the local Societies. 

The Society also finances all sister co-operative institutions requir- 
ing financial accommodation by loans and cash credits at a low rate of 
interest varying from 5 per cent, to 7| per cent. 

<4} Note on Indigenous Bankers and money-lenders in the Tangail 
subdivision by Rai Bahadur Sasadhar Chose. 

I have examined during my tour from 26th December 1929 to 
1st January 1930 as many as 20 people. There is a feeling of distrust 
about the intentions of the Government by the appointment of the Com- 
mittee. I explained to them the nature of our work but it wavS not 
possible to get systematic answers to the set questions nor were they 
willing to write down their statements and sign them. So I discussed 
with them the subjects contained in tbe questions and gathered as 
much information as was possible which I have embodied in this 
report. The big indigenous bankers themselves usually do not stay 
at home and it is their officers who do the work for them. It is 
practically impossible to get any information regarding the state of 
things which existed say a hundred years before both regarding bank- 
ing* and money-lending. It is only one gentleman Babu Tarak Nath 
Saha who gave some valuable information. This old gentleman is 
very respectable and tnithful. He said more about money-lending. 
According to him, 100' years before there was practically little tise of 
bonds not to si>eak of registration of bonds. The debtors took money 
on kliata, that is, in the khata of the mahajan an account was opened 
for the individual _ debtors. In this account the amount lent was 
shown which sometimes used to- be signed by the debtors; the subse- 
quent payments were also shown there. The^ debtors were usually 
sby of taking loan and making repayments in presence of other 
people so no witness was required. There was a feeling" of gi'eat 
trust and confidence among them. He says this was the reason why 
the lenders were called the mahajans. The execution of the bond is 
of very late origin, and with time mortgage and registration came into 
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Existence.' The, rate of interest in' ancient' days was; io^wer than what 
exists at present, but lie says there was absolutely no pressure upon 
debtor to mate payment when he is in distress. 

According" to him exchangee of commodities used to be the method 
of payment instead of payment in cash. 

The mbneydender and priTate bankers are very much disinclined 
to disclose their capital invested. 

It did not appear that any money-lender pure and simple has failed 
in business. Instances are not wanting where bankers who' lent 
money to jute dealers on hundi have suffered gi’eatiy and sometimes 
their business has been ruined. It is not possible to get any reliable 
statistics about their number. 

It is chiefly the Sahas, the Telies, and in some places the Mar- 
waries who lend money. This class of people have also other business 
such as petroleum, jute, cloth, paddy. They are also rent receivers 
and have agricultural lands. 

The money is generally lent on simple bonds, mGrtgage bonds and 
handnotes and khatas. The rate of interest varies between 7| to 
24 per cent, per annum. Much higher rate of interest is demanded 
in times of scarcity of money for small amounts which rise up to 75 
per cent, per annum. 

The rate of interest has come down in some places especially where 
the co-operative societies are at work. It is said by some that low 
rate of interest has the tendency to induce the cultivators to- borrow 
more money and make them less inclined to make repayments. 

The banker's were held in high esteem before but they are losing 
gradually the confidence and respect of the debtors. 

The bankers know their own interests very well and their system 
of work is relied on by law courts. So the system may be said to be 
sound. 

The hankers experience gi^eat difficulties in making remittances. 

The hundi rate is gi’eatly dependent upon the Imperial Bank rate 
where there are branches of the said Bank; in other places the rate 
scarcely varies from year to year but sometimes one local banker 
reduces the rate when he is to send large sums tO' Calcutta, 

Many of the bankers suggest that it will help them greatty if they 
can be connected with all classes of bankers of the locality. 

There is always a scarcity of money and many of the bankers 
hardly ever remain idle. 

It is very true that if the private money-lenders and bankers are 
recognised by the Government they will secure larger clientele. They 
say that the little connection that the co-operative banks have with 
the Government has the effect of their finding preference %vith the 
depositors. 

The money-lenders lend their own money. The indigenous bankers 
used to get deposits before but since the establishment of co-operative 
banks practically no- deposit is made with them. 

The cost of litigation is now becoming gradually higher than before. 
Previously, the suit used to be. instituted against debtors whose debt 
is going to' be barred but now-a-days there are very many unscrupu- 
lous debtors wffio after taking loans sell away their pro|>erties or make 
benanii transfers. So the money-lenders ‘ require to sue earlier. In 
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sucli suits various kindvS of objectious are raised and litigation is 
protracted and altlioug^li tli.e money-lender ultimately succeeds be is 
faced with great difficulties to- get back bis money by execution. 

Xt is pointed out by some tbat the co-operative banks are likely 
to get a set back on tbe ground tbat tbe joint liability is not favoured 
by bonest debtors and as sucb the loan offices have a wide field of 
activities. The loan offices can do' immense good to the public if some 
facilities are given to tbem by the Government, e.g., deposit of nioney, 
remittance through ■■ treasuries, etc. They further said that it takes 
a long time before a co-operative bank can lend money and individual 
wants cannot be met promptly by co-operative banks. Oo-operative 
banks cannot help trade, industry or any individual activity. Their 
grievance seemed to- be that tbe Government favours the co-operative 
banks and the Imperial Bank but views with suspicion and distrust 
the loan offices. It is also’ said by them that there are no' grounds 
for such suspicion and distrust because they work under the Companies 
Act and the Eegistrar of Joint Stock Societies veiy scrupulousiy 
enforces all the strict rules upon them, whereas the Co-operative 
Societies Act do not contain such rules and those societies can as such 
. be more lax and negligent in their work. 

The gentlemen connected with the Tangail loan offices show^ed 
their satisfaction at the Committee^ s desire to send suggestions to- the 
Government to help loan offices and they are prepared to come before 
the Committee to give their oral testimony. 

Many of the questions relating to indigenous bankers and money- 
lenders of the questionnaire have little application in parts of Tan- 
gail where I have travelled. Tangail has nO' branch of the Imperial 
Bank. There are no great centres of trade and commerce. There are 
two piincipal crops, viz., paddy and jute, Paddy is not sufficient 
even for local consumption and paddy is brought in boats from Raj- 
sbabi and so tbe only agricultural produce that brings in money is jute. 
During the months of January to March the lands are cultivated 
and made fit for growing jute. During this time the cultivators 
require money. They borrow money from local mahajans, loan offices 
and co-operative banks. They I'epay during August to' October when 
they also pay the landlord's rents and other charges and liabilities. 
The hats and bazars where the jute is sold by cultivators and beparies 
have become places of importance. 

Purchasers of jute in these markets, after purchase, store them 
in godowns and sell them to mills and balers through Calcutta brokers. 
Some of the purchasers are also commission agents of the brokers. 

These purchasers of jute require money for which they find finan- 
ciers before the commencement of the jute season (Jul3r). These 
financiers are mahajans in Tangail, the Imperial Bank and other joint- 
stock banks. The pa^unents in some cases are made through the sub- 
treasuiy. Idle Indian purchasers in Tangail find local financiers who 
are mostly Sahas and scarcely ever Mai’waries. The payment is made 
upon the production of bills-of-lading and the collection is made at 
Calcutta. Many of the Indian purchasers have their own capital. 
The Marwari purchasers get finance from Calcutta. The loan offices 
have not yet undertaken to help jute purchasers with finance. 

The finance for purchase of paddy in Rajshahi is usually obtained 
from local mahajans. The purchasers of paddy who go from Tangail 
fo bring paddy in boats require small amounts. The money lent for 
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suck p'Xirposes is , paid after sale. >Tlie outside traders also bria^ 
paddy to Tangail wlio sell paddy on cash paymeiit. 

The various articles which are broug*ht from outside principally 
from Calcutta are bought on cash payment or on credit. There is 
practically no banking transaction about the same. 

Tangail saries and bell-metal articles had some reputation but they 
are no longer of any commercial importance. 

It is suggested by the persons I e-xamined— 

(1) The loans to cultivators by private money-lenders and joint- 
stock banks should be stamp free and they may be registered without 
cost as is allowed in cases of loans hy co-operative banks. 

(2) In respect of limitation it is suggested that payment by one 
of the debtors should be binding against all. 

(3) In case of non-paymentV of debts to loan offices some summary 
remedy should be allowed as is allowed for the realisation of co-opera- 
tive debts. 

(4) The private bankers may be allowed to do transactions in cases 
of hundies through the local treasuries. 

(5) Government may help the approved loan offices and joint-stock 
banks with loans at low rates of interest and with the deposit of its 
money. 

(6) Loan on handnotes should bear one anna stamp and not as 
amended by the Stamp Act. 

(7) The 0. S. record should be the final paper for the ascertain- 
ment of the persons who own the land mortgaged and no claim by 
persons other than those should be allowed in law. 

(8) A money-lender who is not an agriculturist should get all the 
rights of a raiyat when the land is ptu’chased by him in execution of 
money or mortgage decree. 

(9) Deposit of money by co-operative banks to other classes of 
bankers should be allowed. 


(5) Mote on the financing of the tobacco crop in the district ©f 

Rangpur. 

On the 28th of January last the Committee visited the Burirhat 
Government tobacco farm in the district of Eangpiir. The farm was 
established in the year 1907, though the actual work did not com- 
mence till August 1908. The total area of the farm at present is 58 
acres approximately, of which about 32 acres are under tobacco culti- 
.yatioii, the rest being used for other farm purposes. The tobacco area 
is divided into 4 plots of 8 acres each, and in any particular year 
tobacco is actually grown only in one of these plots. Tliereafte/ the 
cultivated plot gets rest for a period of 3 years, during which time it is 
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used for sticli piiijjoses^ a fee' 'necessary to recuperate its productive^ 

powers. Tlie otiier three plots are cultivated in the three following 
years in ' succession. ; , 

The common variety of tobacco in the district of Eaiigpur is nainecJ 
Bhengi and Matihari but the farm has been trying to find out the 
suitability of other varieties of tobacco leaves, both local and exotic, 
for the purposes of making cigarettes and cigars. The farm varieties- 
are Bliengi, Matihari, Manilla, Sumatra, Pennsylvania and Burmese- 
Havana. Manilla and Pennsylvania are used as fillers, while Sumatra 
and other varieties are used for purposes of wrapper. 

The average produce per bigha and the cost of its production, m-' 
well as the price per maund are shown below. Sei)arate figures are- 
given for cultivation inside and outside tbe farm: — 



Produce per bigha 
in maunds. 

j A ^ 

Cost of production 
per bigha. 



Price per 
maund. 


{ 

Farm. 

\ 

Outside. 

Farm. 

— \ 

Outside. 




Rs, 

Rs. 

Rs. 

Bhengi 

5 to 6 

5 to 6 

55 

36 

8 to 40 

Matihari 

. 3 to 4 

4 to 5 

55 

35 

5 to 33 

Manilla 

4 to 5 

4 

65 to 70 

50 

44 

Sumatra 

4 

4 

65 to 70 

50 

44 ■■ 

Pennsylvania 

4 to 5 

4 to 5 

65 to 70 

50 

,44, 

Burmese 

, 4 to 5 

4 to 5 

65 to 70 

50 

44 


Bhengi is mostly sent to Burma, Matihari to Assam and Bengal,., 
while the improved varieties have market in Calcutta, Madras and 
other places. The improved varieties are being introduced in thi&= 
district through the farm. For some jmars, cheroots used to be manu- 
factured in the Burirhat farm itself and there was good demand for 
the farm cheroots in the market, but cheroots are no longer manufac- 
tured in the farm. The entire x3roduction of the farm, it is said, is- 
now purchased by a Calcutta firm named Messrs. A. K. Tennent & Co.^ 
of B5, Clive Buildings, Calcutta, at a price fixed beforehand. Through 
the farm Mr. Tennent is said to be introducing cultivation of improved 
varieties on certain terms. Mr. Tennent advances money to the culti-- 
valors through his local agent who for all practical purposes works 
under the supervision of the Agricultural officers of the farm. At 
present there is only one man, whose business is mainly to keep accounts 
of the money advanced to the cultivators. Those who take advances- 
have not to pay any interest for such advances but have to enter into 
agreement to sell the entire production of improved tobacco leaves to 
Mr. Tennent at a rate fixed under terms of the contract. This rate is 
determined by Messrs. Tennent & Co. and has either to be accepted or * 
rejected without any modification. The agreement is a printed one. 
People w^ho will not take advances are given free manures, but those- 
who take advances can get manures at cost prices. The seeds are 
supplied by the purchaser. A cultivator who accepts these conditions- 
signs the printed agreement. The agi^eement system* was introduced 
2 years ago though actual work under the agreement has begun only 
this year. For all j)ractical purposes, the selection of cultivators and- 
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ail otlier works are done tj the officers of the Agricnltnral Department 
who. have to look of ter the selection of cultivators, the grant of seeds, 
ilie supervision of cultivation and the curing- of leaves. The man, 
who works as the agent of Messrs. Tennent & Oo. and is paid, it is said, 
ra sum of Es. 25 per month, has only to keep the accounts of the 
advances granted and the manures given to the peoxiie, while all other 
works including maintenance of records are done by the Agricultural 
•officers. This year it is expected that about 400 maunds of tobacco 
leaves will be supplied to Messrs. Tennent & Oo. from the farm as well 
^as from the cultivators. It is said that Mr, Tennent has entered into 
some sort of agreement with the Secretary of State for India for 
tobacco cultivation. We found a number of agreements lying in the 
^office of the farm after being signed by Mr. Tennent. Tlie substance of 
dhe agreement is noted below: — 

^‘Tbis deed of agreement entered between Mr. A. K. Tennent, here- 
inafter described as the “First party” and which expression shall include 
Tiis heirs, administrators and assigns, and...... hereinafter described 

sas the cultivator, doth hereby covenant that whereas the “First party” 
has entered into an agreement with the Secretary of State for India 
"in Council for the cultivation of tobacco, and whereas the “Cultivator” 
“having agreed to cultivate tobacco for and on behalf of the “First 
•party” under the terms and conditions set forth herein it be known — 

( 1 ) That the first party shall supply all necessary seeds to the said 
'‘^cultivator” for the production of tobacco. 

(2) That the said “cultivator” is prepared to sow the seeds supplied 
by the “First party” for the cultivation of tobacco, under the directions 
rof the Agricultural Department of the Government. 

( 3 ) 

(4) That the “First party” shall pay to the said “cultivator” the 
price of dried tobacco under the following rate: — 





Per maund. 




, Es. 

ISTo. 1 quality, 17''' or more 


. . , 

. . 45 

JSTo. 2 quality, 10" to 13" 

■ 


35 

JSTo. 3 quality, 12" to 9" 


' , . 

20 


It is also made known that the “First party” shall, under the request 
*'ol the “cultivator,” pay an advance of 33 per cent, of the approximate 
price of tobacco to be grown, at the time of sowing the tobacco, and 
•that this amount will be paid at the time of transplantation of tobacco 
-seedlings, and that the approximate price of tobacco will be calculated 
'-at Es. 400 per acre, and the balance will be paid at Burirliat according 
io the foregoing conditions after the tobacco has been supplied. 

(5) That the First party shall supply to the cultivator the necessary 
.^quantity of manure at cost price under the direction of the Agriculture 
.Department and shall deduct the cost of same at the time of agree- 
:fnent. But at the same time it may be made knowm that should any 
^cultivator not take advance,, he will be supplied with the necessary 
^quantity of manure required for tobacco cultivation at Burirhat free 
charge. 
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(6) That this agreement shall be in force for one year. 

(7) That if through any act of God the cultivated tobacco is 
perished the First party shall pay the entire cost of cultivation.’^ 

Sd. A. Ii. Tennent. 


This year a sum of Ils. 2,000 has been advanced to the cultivators. 
The tobacco leaves thus grown by them as also the entire tobacco 
production of the Burirhat farm are really sent direct to Dacca, where 
cheroots are made under the supervision of the Agricultural Ohemist 
for the Cjovernment of Bengal and the finished cheroots are handed over 
to Mr. Tennent on terms not known at Eangpur. Cheroots were 
manufactured in this farm from 1914 to 1924, this is now being done at 
Dacca. When the factory was here, different people and even different 
companies purchased cheroots from the Rangpur farm. The quality 
of the cheroots manufactured in this farm was not then in any way 
inferior to the cheroots of foreign make, while the price was cheaper. 
It may be noted that though the farm allows the tobacco land to get 
periodical rest and recuperation by keeping it fallow for some time and 
by rotation of crops, the local people continually use the same land for 
the purpose of tobacco growing and we were informed that it does not 
deteriorate the quality or quantity of the produce. The Committee 
met one Gamiruddin of Kabaru, police-station Kotwali, district Rang- 
pur, who himself locally cultivates 18 bighas of tobacco and is also a 
big dalal (broker) dealing in tobacco business. Tobacco leaves are 
sold through these dalals to merchants coming from different parts of 
India, mainly from Akayab, Moulmein and Rangoon. There are as 
many as 500 dalals in the locality and Gamiruddin is said to be a small 
fry. among them; still he gave us an idea that his transaction annually 
amounts to over Rs. 50,000. Each dalal supplies tobacco to several 
purchasers — sometimes three or four — and it often happens that as 
many as 12 mahajans stay in the house of one dalal for days for pur- 
chasing tobacco leaves. The figures supplied before as to the cost* of 
production represent the estimate supplied by the Superintendent of 
the farm. An attempt was made to check the cost of production 
through this man, but the man had no idea as to his cost. This year 
he has 7. bighas of Sumatra, 4 bighas of Matihari and 7 bighas of 
Bhengi tobacco. The market according to him very greatly fluctuates 
and Bhengi was sold last year at even Rs. 40 per iiiaund. One mahajan 
attempted to corner market by purchasing the largest amount of supply 
available in the market and the effect of it was to raise the market 
immediately. These dalals, as they are locally called, receive com- 
mission to the extent of about 4 to 6 annas per maund from both sides. 
The weight is as follows: — 90 tolas make one seer, and 40 seers make 
a maund. 

The mahajans who purchase tobacco leaves locally supply them to 
manufacturing firms and traders in various places and generally make 
a profit of Re. 1 to Rs. 10 per maund. There are village mahajans in 
the villages who advance money. They are also dealers in tobacco and 
the tenants have to give additional weight of 2 seers per maund to the 
mahajans and generally gets Rs. 2 to Rs. 4 per maund less than the 
usual price. In jute also a dhalta of 2 seers per maund is charged. 
The average rate of interest in the village is 2 pice to 3 pice per rupee 
per month, though it comes down at times to 2 per cent, per mensem. 

21 
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(6) Rates of interest on loans advanced by a money-lending firm at Adamdighi 

^ B. S., i.e., from 1900 
to 1929 A. D., kindly supplied by one of the partners. 


Serial 

No. 

Date. 

Nature of 
security. 

Amount 
of loan. 

Interest 
per eent- 
per 

mensem. 




Es. 

Es. A, 

1 

1308 B. S. 12th Aswin 

Mortgage 

1,000 

0 

12 

2 

1310 B. S. 23rd Kartik 

Ditto 

130 

■ 

8 

3 

1310 B. S. 15th Agra- 

Ditto 

400 

1 



hayan. 





4 

1311 B. S. 16th Magh . . 

Ditto 

51 

2 

0 

5 

1312 B. S. 14th Aswin 

Ditto 

400 

1 

8 

6 

1312 B. S. 25th Pans . . 

Ditto 

29 

2 

0 

7 

1313 B. S. 4th Jaistha 

Ditto 

99 

2 

0 

8 

1313 B. S. 9th Jaistha 

Ditto 

180 

1 

10 

9 

1313 B. S. 27th Jaistha 

Ditto 

70 

0 

12 

10 

1314 B. S. 31st Jaistha 

Simple bond 

55 

2 

0 

11 

1314 B. S. 27th Magh . . 

Mortgage . . 

133 

1 

0 

12 

1314 B. S. 27th Magh .. 

Ditto .. 

133 

1 

0 

13 

1314 B. S. 27th Magh .. 

Ditto 

134 

, , 1 

0 

14 

1314 B. S. 27th Magh .. 

Ditto 

200 

.'a" .."I- 

0 

15 

1315 B. S. 3rd Chaitra 

Ditto 

200 

1 

8 

16 

1315 B. S. 25th Baisak 

Ditto 

75 


12 

17 

1315 B. S. 1st Jaistha . . 

Simple bond .. 

10 

2 

0 

18 

1315 B. S. 13th Sraban 

Mortgage 

600 

1 

0 

19 

1316 B. S. 1st Asarh . . 

Simple bond . . 

50 1 

2 

8 

20 

1316 B. S. 1st Asarh . . 

Ditto 

70 ■ 

2 

8 

21 

1317 B. S. 17th Aswin 

Mortgage 

500 

1 

10 

22 

1317 B. S. 12th Agra- 

Ditto . . 

75 

2 

0 


hayan. 





23 

1317 B. S. 1st Chaitra . . 

Ditto 

900 

i 

0 

24 

1318 B. S. 15th Bhadra 

Ditto 

900 

1 

8 

• 25:. 

1318 B. S. 20th Jaistha 

Ditto 

850 

1 

8 

26 

1318 B. S. 27th Agra- 

Ditto 

1,000 

0 

10 


hayan. 





27 

1318 B. S. 26th Magh . . 

Ditto 

100 


12. 

28 

1318 B. S. 1st Agrahayan 

Simple bond , . 

48 

1 

9 

29 

1319 B. S. 26th Magh . . 

Mortgage 

199 

1 

8 

30 

1319 B. S. 26th Falgoon 

Simple bond . . 

27 


0 

31 

1320 B. S. 24th Asarh . . 

Mortgage 

1,000 

0 

12 

32 

1320 B. S. 26th Pans . . 

Ditto 

400 

1 

4 

33 

1320 B. S. 14th Falgoon 

Ditto 

300 

0 

14 

34 

1320 B. S. 9th Asarh .. 

Simple bond . . 

50 



35 

1320 B. S. 19th Magh . . 

Ditto 

16 


2 

36 

1320 B. 8. nth Falgoon 

Ditto 

125 


0 

37 

1321 B. 8. 2nd Baisak . . 

Ditto 

100 

1 

8 

38 

1321 B. 8. 18th Jaistha 

Mortgage 

50 

1 

8 
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Serial 

';V; mo.:. 

'Date. 

JiTature o£ 
security. 

Amount 
of loan. 

Interest 
per cent, 
per 

mensem. 




Rs. 

Rs, A. 

39 

1321 B. S. 28tli Jaistha 

Simple bond . , 

25 

2 

0 

40 

1321 B. S. loth Asarh . . 

Ditto 

27 

0 

8 

41 

1321 B. S. 26th Asarh . . 

Mortgage 

32 

2 

0 

42 

1321 B. S. 29th Aswin 

Ditto 

392 

1 

8 

43 

1321 B. S. 28th Kartik 

Ditto , • 

2,000 

1 

6 

44 

1321 B. S. 28th Kartik 

Simple bond . . 

200 

1 

5 

45 

1321 B. S. 16th Ealgoon 

Ditto 

50 

1 

10 

.46' 

1322 B. S. 5th Jaistha 

Ditto 

25 

2 

0 

47 

1322 B. S. 28th Pans . . 

Ditto 

50 

2 

0 

48 

1322 B. S. 12th Jaistha 

Note of hand 

131 

1 

0 

49 

1322 B. S. 29th Baisak 

Mortgage 

637 

1 

0 

50 

1322 B. S. 2nd Balgoon 

Ditto 

432 

1 

0 

51 

1322 B. S. 24th Falgoon 

Simple bond . . 

250 

1 

0 

52 

1323 B. S. 12th Jaistha 

Mortgage 

75 

2 

0 

53 

1323 B. S. 24th Asarh . . 

Ditto 

300 

1 

12 

54 

1323 B. S. 8th Agrahayan 

Ditto 

2,000 

1 

4 

55 

1323 B. S. 28th Falgoon 

Ditto 

25 

2 

0 

66 

1323 B. S. 22nd Asarh . . 

Note of hand 

200 

1 

8 

57 

1324 B. S. 6th Baisak . . 

Mortgage 

650 

1 

4 

58 

1324 B. S. 27th Baisak 

Ditto 

200 

1 

4 

59 

1324 B. S. 17th Baisak 

! Simple bond . . 

1 50 ' 

2 

0 

60 

1324 B. S. 28th Asarh . . 

Ditto 

1 10 

3 

2 

61 

1325 B. S. 18th Sraban 

Mortgage 

625 j 

1 

8 

62 

1325 B. S. 6th Aswin . . 

Simple bond . . 

30 

2 

0 

63 

1325 B. S. 6th Pans 

Mortgage .. 

80 

1 

12 

64 

1325 B. S. 2nd Falgoon 

Simple bond . . 

86 

1 

4 

65 

1325 B. S. 20th Chaitra 

jDitto 

21 

3 

2 

66 

1326 B. S. 25th Baisak 

Mortgage 

65 

1 

12 

67 

1326 B. S. 25th Baisak 

Ditto 

93 

1 

10 

68 

1326 B. S. 20th Asarh . . 

Note of hand 

5 

3 

2 

69 

1326 B. S. 21st Asarh . . 

Ditto 

200 

1 

8 

70 

1326 B. S. 17th Baisak 

Mortgage 

44 

2 

4 

71 

1327 B. S. 26th Baisak 

Note of hand 

59 

1 

9 

72 

1327 B. S. 8th Baisak . . 

Simple bond . . 

100 

2 

0 

73 

1327 B. S. 3rd Sraban . . 

Mortgage 

40 

2 

0 

74 

1327 B. S. 11th Aswin 

Simple bond . . 

156 

1 

8 

75 

1328 B. S. 10th Baisak 

Ditto 

37 

3 

2 

76 

1328 B. S. 22nd Magh . . 

Ditto 

10 

3 

2 

77 

1329 B. S. 1st Falgoon 

Note of hand 

400 

1 

8 

78 

1329 B. S. 16th Falgoon 

Mortgage 

100 

1 

8 

79 

1329 B. S. 27th Kartik 

Simple bond . . 

17 

3 

2 

80 

1330 B. S. 18th Jaistha 

Mortgage 

120 

1 

12 

. 81 

1330 B. S. 17th Jaistha 

Ditto 

100 

2 

8 

82 

1330 B. S. 5th Asarh .. 

Ditto 

397 

1 


83 

1331 B. S. 12th Baisak 

Ditto 

125 

1 

12 
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Serial 

JSTo. 


Nature of 
security. 

Amount 
of loan. 

Interest 
per cent, 
per 

mensem. 




Rs. 

Rs. A. 

84 

1331 B. S. 25th Falgoon 

Simple bond . . 

32 

3 

2 

85 

1331 B. S. 25th Falgoon 

Mortgage 

200 

1 

10 

86 

1331 B. S. 19th Chaitra 

Ditto 

200 

1 

12 

87 

1331 B. S. 25th Falgoon 

Simple bond , , 

32 

3 

2 

88 

1331 B. S. 25th Falgoon 

Mortgage . , 

200 

1 

10 

89 

1331 B. S. 19th Chaitra 

Ditto 

200 

1 

12 :: 

90 

1332 B. S. 20th Baisak 

Simple bond , . 

20 

3 

2 

91 

1332 B. S. 7th Asarh .. 

Note of hand 

16 

1 

9 

92 

1332 B. S. 8th Asarh .. 

Ditto 

100 

1 

12 

93 

1332B. S. nth Agra- 

Ditto • . 

300 

1 

9 


hayan. 





94 

1333 B. S. 1st Aswin . . 

Ditto 

16 

1 

9 

95 

1333 B. S. 23rd Kartik 

Ditto 

300 

1 

0 

96 

1333 B.S. 23rd Agra- 

Mortgage .. 

100 

1 

12 


hayan. 





97 

1333 B. S. 5th Paus . . 

Ditto 

60 

1 

9 

98 

1334 B. S. 22nd Jaistha 

Note of hand 

30 

2 

0 

99 

1334 B. S. 30th Jaistha 

Simple bond . . 

10 

3 

2 

100 

1334 B. S. 19th Jaistha 

Mortgage 

100 

2 

0 

101 

1334 B. S. 6th Agrahayan 

Ditto 

150 

1 

14 

102 

1335 B. S, 11th Baisak 

Ditto 

250 

1 

12 

103 

1335 B. S. 26th Jaistha 

Ditto 

1,000 

1 

6 

104 

1335 B, S. 24th Jaistha 

Ditto 

800 

1 

4 

106 

1335 B. S. 8th Asarh . . 

Simple bond . . 

16 

!:-■ : 1 

9 

106 

1335 B. S. 8th Asarh , . 

Ditto 

80 

1 

9 

107 

1336 B. S. 12th Baisak 

Note of hand 

250 

1 

10 

108 

1336 B. S. 14th Jaistha 

Mortgage 

■ 80 

2 

0 

109 1 

1336 B. S. 8th Asarh . • 

Note of hand 

100 

1 

8 

110 

■ ■ • ^ i 

. ■ i 

1336 B. S. 23rd Asarh . , 

Simple bond .. 

5 

3 
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APPENDIX 


Statistics of Loan 
Class I. — Having working 


District. 

Date of in- 
corporation. 

Name of the company. 

Year of balance 
sheet. 

Dividend. 

Paid up 
capital. 





Per 

Rs. 





cent. 


1 Calcutta ., 

8-7-1896 

Bhowanipur Banking Corporation, Ltd. 

1929 

6 

1,25,000 

2 Baridpur .. 

4-3-1871 

Baridpur Loan Office, I.td. 

1927 

10 

19,820 

3 Jalpaiguri 

23-5-1887 

Jalpaiguri Banking & Trading Corporation, 

1928 

50 

50,000 



Ltd. 




4 Jessore 

12-4-1876 

Jessore Loan Co., Ltd. 

1929 

7 

1,00,000 

5 Rangpur 

27-3-1894 

Rangpur Loan Office, Ltd. . * . . s 

1929 

30 

47,000 



Total of Class I , . j 


- 

3,41,820 


Glass II.— Having working funds exceeding 


1 Bogra 

5-11-1874 

2 Calcutta 

13-3-1909 

3 Calcutta . . 

16-3-1918 

4 Chittagong 

22-11-1910 

6 Baridpur . . 

10-4-1911 

6 Jessore 

5-7-1909 

7 Khulna .. 

15-9-1887 

8 Rajshahi .. 

15-5-1908 

9 Rangpur .. 

10-7-1903 

10 Tippera . . 

5-9-1922 


Bogra Loan Office, Ltd. 

Co-operative Hindusthan Bank, Ltd. 

Bengal Central Banl^ Ltd. . . 

Moha Luxmi Bank, Ltd. 

Baridpur Bank, Ltd. . . . . 

Jessore United Bank, Ltd. 

Khulna Loan Co., Ltd. 

Eajahahi Banking & Trading Corporation, 
Ltd. 

North Bengal Bank, Ltd. .. .. 

Comilla Union Bank, Ltd. . . 

Total of Class II 


1929 

60 

59,030 

1928 

(a) 

1,68,444 

1928 

15 

1,68,305 

1928 

9 

2,42,400 

1928 

m 

47, .535 

1929 

3 

1,00,000 

1925 

(a) 

44,660 

1926 

10 

50,000 

1928 

20 

20,000 

1929 

(a) 

40,475 

- 

.. 

•9,40,849 


Class III.— Having working funds exoeoding 


1 Bakarganj 

2 Bakarganj 

3 Bogra 

4 Calcutta 

5 Calcutta 

6 Dacca 

7 Faridpuj . 

8 Jessore 

9 Midnapur . 

10 Mymensingli 

11 Myinensingh 

12 Kymensingh 

13 Mymensingh 

14 Pabna 

15 Kajshahi . 

16 Rajshahi . 

17 Rangpur . 

18 Rangpur , 

19 Rangpur . 

20 Rangpur . 

21 Rangpur . 

22 Tippera . 

23 Tippera . 

24 Birbhum . 

26 Midnapur . 
26 Rangpur , 


17- 11-3873 
16-2-1914 

2-8-1917 

26-11-1919 

31-3-1922 

10-3-1914 

28-3-1887 

31-6-1909 

31-3-1905 

2-9-1873 

19-9-1883 

21-10-1916 

26-4-1921 

8 - 8-1882 

12-1-1914 

28-9-1916 

8-8-1887 

26- 7-1894 

25- 10-1910 

18- 5-1912 

27- 4-192U 
4-12-1901 
8-10-1914 
26-4-1918 
31-3-1905 

26- 7-1894 


Barisal Loan Office, Ltd. 

Barisal Rindan Samity, Ltd. 
Bogra Bank, Ltd. 

Indian Industrial Bank, Ltd. 
Luxmi Industrial Bank, Ltd, 
Manickganj Loan Office, Ltd. 
Madaripur Loan Office, Ltd. 
Jessore Banking & Trading Co., 
Tarnluk Loan Office, Ltd. 
Mymensingh Loan Office, Ltd. 
Kishoreganj Loan Office, Ltd. 

J anmlpur Loan Office, Ltd'. 
Gouripiir Loan Office, Ltd. 

Pabna Bank, Ltd. . . 

Naogaon Loan Office, Ltd. 

Natdr City Bank, Ltd. 

Kurigram Loan Office, Ltd, 
Nilphaniari Loan Office, Ltd. 
Gaibandha Loan Office, Ltd. 
Gaibandha Bank, Ltd. 

Nawabganj Town Bank, Ltd. 
Brahraanbaria Loan Co.^ Ltd. 
Comilla Banking Corporation, L 
Jagodamba Loan Co., Ltd. (Priv 
Tarnluk Loan Office, Ltd. 
Nilphamari Loan Office, Ltd. 

* Total of Class HI 



1929 

4 

21,325 

^ • ' ' It - 

1928 

(a) 

16,000 


1927 

(a) 

30,375 

. . - - 

1926 

(a) 

3,72,237 

■t r . . 

1927 

(a) 

1,66,127 


1927 

45 

12,500 


1928 

(a) 

10,000 

Ltd, 

1928 

6 

71,565 

T - 1 - 

1929 

17 

20,000 


1929 

24 

80.400 

* - ■ . % 

1929 

60 

40,000 

- * nr 

1929 

80 

10,000 


1928 

<o> 

20,000 


1928 

(a) 

20,000 


1927 

(a) 

19,500 

. . . . < 

1928 

(a) 

15,000 

. . . . 

1929 

127 

20,000 

• «' . . 

' 1926 

(a) 

40,000 


1928 

40 

40,000 

. . . . 

1927 

40 

29,950 


1927 

(a) 

10,000 

;d. ; ! 

1929 

125 

12,000 

1929 


17,800 

ite) 

1927 


4,72,020 

1929 

17 

20,000 

.. 

1926 

(a) 

40,000 

Cl 


•* 

16,26,799 


(a) Information 
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¥iL 

OMees /111 :Bef%gal. 


fimds exeesding Us. 25 lakits. 


'Deposits. ' 




Invest- 


Sliort 

term. 

Intermedi- 
ate and 
long term. 

Miscel- 

laneous. 

Total, 

Keserve 

fund. 

Working 

fund. 

Total 

loans. 

ment 

"■in; 

Govern- 

ment 

sectiri- 

ties. 

Cash in • 
hand 
and 
witii 
bankers. 







■1 


Rs. 

6,07,173 

1,94,598 

7,82,051 

7,33,551 

40,52,644 

16,20,358 

26,86,431 

6,25,984 

29,61,082 

28,81,029 

54,60,679 

2,65,551 

10,706 

4,51,000 

33,51,638 

29,11,555 

59,61,679 

12,89,129 

16,52,395 

41,96,326 

3,55,049 

1,86,750 

1,73,890 

98,297 

9,06,493 

17,01,663 

24,210 

2,87,958 

49,60,693 

21,07,183 

2,410 

55,366 

49,87,313 

24,50,507 

4,42,624 

2,78,801 

55,29,937 

27,76,308 

42,88,683 

14,88,015 

1,05,300 

1,16,167 

3,99,575 

6,23,990 

18,95,990 

1,18,54,071 

49,90,549 

1,87,40,610 

14,48,682 

2,05,31,112 

1,29,14,548 

9,37,156 

37,30,018 


Its. 10 lakhs but not exceeding R$. 25 lakhs. 


70,342 

17,71 

997 

2,97,078 

21,39,417 

40,145 

22,38,592 

16,37,425 

78,765 

1,73,763 

(a) 

(a) 


ia) 

14,98,103 

85,000 

17,51,547 

21,43,064 

1,01,058 

1,84,305 

ia) 

(a) 


ia) 

16,23,357 

90,000 

18,81,662 

12,66,725 

2,39,389 

3,82,264 

(a) 

(a) 


ia) 

7,59,933 

1,15,000 

11,17,333 

8,80,265 


2,70,612 

(a) 

(a) 


ia) 

10,14,151 

24,050 

10,85,736 

7,86,711 

500 

1,74,533 

8,333 

8,56 

867 

6,059 

8,71,259 

1,66,202 

11,37,461 

7,88,555 

50,200 

1,68,802 

(a) 

(a) 


ia) 

14,67,447 

25,181 

15,37,288 

18,41,994 

5,550 

75,698 

8,57,048 

5,76, 

666 

1,102 

9,34,816 

31,248 

10,16.064 

6,85,239 


3,45,961 

15,179 

9,41, 

631 

2,35,051 

11,91,861 

31,954 

12,43,815 

10,01,738 

5,000 

30,174 

, . , , 




13,37,542 

90,000 

14,68,017 

12,31,808 

44,991 

1,57,967 

4,50,902 

, 41,47, 

161 

! 5,39,290 

' 1,28,37,886 

6,98,780 

'1,44,77,515 

1,22,63,424 : 

5,25,453 

19,64,069 


Es. 5 lakhs but not exceeding Es. 10 lakhs. 


85,814 

4,32,053 

. 1,035 

5,18,902 

61,400 

6,01,627 

5,02,390 

f 

35,827 

23,098 

7,08,325 

1,26,501 

8,57,924 

7,652 

8,81,576 

7,80,011 


10,081 

57,884' 

4,09,016 

3,971 

4,70,871 

10,034 

5,11,280 

4,21,346 

-a 

00 

88,913 

'52'', 028 

2,000 

793 

' 54,821 

2,69,222 

6,96,280 

1,40,822 


2,175 

ia) 

ia) 

ia) 

5,00,899 

23,000 

6,90,026 

3,65,980 


1,51,934 

71,240 

..'4,45,615 


5.16,855 

22,400 

5,51,755 

3,90,405 

7,500 

1,02,538 

72,012 

'■'.■^ .;5,34,1.95 . 


6,06,807 

41,254 

6,58,061 

4,87,086 

20,000 

27,775 

33,397 

6,42,956 

2,800 

6,79,153 

75,456 

8,26,174 

6,24,540 

3,300 

96,847 

2,18,033 

;;2,67,S65 . 

5,937 

4,91,835 

30,000 

5,41,835 

38.901 


■;'..1,1'7.894.';; 


2,31,069 

1,23,377 

3,54,446 

66,286 

5,01,132 

3,40,689 

5,000 

87,651 

16,715 

4,15,905 

2,15,320 

6,47,940 

80,000 

7,67,940 

6,33,913 

15,010 

1,35.578 

2,15,442 

•'.""•■':3,07,918'.,. 

1,387 

5,24,747 

54,000 

5,88,747 

4,33,690 

25,562 

1,21,789 

1,67,138 

„ ' '■' 3,32,823 

11,091 

5,11,052 

18,202 

,5,49,254 

3,61,256 

6,640 

1,35,682 


^'79, '468 

4,13,073 

4,92,540 

21,552 

5,34,093 

3,13,145 


30,374 

2,06,786 

3,10,519 

..217 

5,17,522 

45,758 

5,82,780 

3,67,500 


46,666 


3,51,030 

2,53,793 

6,04,823 

25,199 

6,45,022 

4,55,808 


1,60,448 

39,368 

■5,79,7.24'.. 

.11,312" 

6,30,404 

70,000 

i 7,20,404 

2, 89, .520 

5,400 

90,927 

1,21,366 

3, 92, 01.9 

'24,894 

5,38,279 

52,137 

6,30,416 

3,74,055 

19,737 

1,04,799 

' ;:'85,233 

4,27,938 


5,13,171 

64,845 

6,18,016 

5,21,331 


30,552 

ia) 

ia) 

(«) 

6,80,033 

43,000 

7,52,983 

4,62,742 


2,76,754 

82,441 i 

4,45,232 

776 

5,28,449 : 

6,969 

5,45,418 

4,24,450 

3,337 

1,36,815 

52,603 i 

4,97,739" 

1,144 

5,51,486 

1,76,360 

7,39,846 

■ 5,52,034.'; 

.."53,027 ■'.'.. 

■'■■:';; "'59, 565'"".'" 

ia) \ 

ia) 

ia) 

'^■"•'■8,65,747 ■■ 

11,450 ! 

8,94,997 

7,23,452" 1 

25,814 

1,62,067 

ia) 1 

ia) 

ia) 

3,46,799 ! 

62,326 

8,81,145 

".'';,;".'..6,59,8'16''.'^ 

27,132 

49,501 

2,18,033 

2,67,865 

5,937 

4,91,835 1 

30,000 1 

5,41,835 : 

3,84,231 


1,17,304 

1,21,366 

3,92,019 

24,894 

5,38,279 


6,30,416 

3,74,055 

19,737 

1,04,799 

19,40,597 

84,73,293 

12,28,252 

1,40,35,620 

14,20,689 

':i, 703^058':. 

1,14,23,168 

2,37,974 

24,84,845' 











not availabif'. 
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District. 


1 Bogra 

2 Bogra 

' s:Bogra.":,, ■■ 

4 Bogra 

5 Bogra 

6 Bogra 

7 Bogra 

8 Calcutta . , 

9 Calcutta .. 

10 Calcutta . . 

11 Chittagong 

12 Chittagong 
18 Dacca 

14 Dacca 

15 Dacca 

16 Darjeeling.. 

17 Dinajpur .. 

18 Dinajpur . . 

19 Dinajpur .. 

20 Dinajpur .. 

21 Dinajpur ., 

22 Baridpur . . 

23 Baridpur .. 

24 Baridpur . . 

25 Baridpur .. 

26 Baridpur . . 

27 Baridpur . . 

28 Baridpur . . 

29 Baridpur . . 

50 Howrah .. 

51 Jalpaiguri 

52 Jalpaiguri 

33 Jalpaiguri 

34 Jalpaiguri 
36 JesBore 

36 Jessore 

37 Ivhulna .. 

38 Murshidabad 

39 Myiiiensingh 

40 Myinensingh 

41 Myiuensingh 

42 Myinensingh 

43 Mymensingh 

44 Mymensingh 

45 Mymensingh 

46 Mymensingh 

47 Mymensingh 

48 Nadia 

49 Nadia 

50 Nadia 

51 Noakhali .. 

52 Pabna . . 

53 Pabna 

54 Pabna 

55 Bajshahi .. 

56 Bajshahi .. 

57 Bajshahi .. 

68 Hajshahi .. 

69 Bajshahi .. 

60 Bajshahi .. 

61 Bajshahi .. 

62 E,ajshahi .. 

63 Bajshahi .. 

64 Bajshahi . . 

65 Bangpur . . 

66 Bangpur , . 

67 Bangpur . . 

68 Bangpur . . 


©lass’ !¥.— Having 'w©rtlng:: liinils 


Bate of in- 
corporation. 

Name of the company. 

Year of balance 
sheet. 

Dividend. 

Paid up 
capital. 

31-10-1913 

Noakhali Loan Office, Ltd. 

1926 

Per 

cent. 

30 

Hs. 

50,000 

21-3-1917 

Selbarsa Bank, Ltd. 

1929 

374 

25,500 

19-11-1917 

Adaindighi Mahajan Samity, Ltd. 

1928 

35 

41,250 

15-10-1910 

Sherpur Sammilani Loan Office, Ltd* 

1928 

(a) 

19,998 

22-11-1919 

Bogra Banking & Trading Co., Ltd. 

1927 

(a) 

29,005 

19-7-1920 

Pahchbibi Industrial Bank, Ltd. 

1927 

(a) 

68,792 

27-9-1920 

Santahar Banking & Trading Co., Ltd. 

1928 

30 

14,000 

29-11-1920 

Industrial Loan Co., Ltd. 

1927 

(a) 

13,015 

20-5-1921 

Mahajan Bank <fe Trading Co., Ltd. 

1927 

(a) 

28,260 

4-1-1926 

Bengal Banking & Trading Co,, Ltd. 

1928 

(a) 

30,803 

19-2-1924 

Chittagong Bank, Ltd. 

1927 

(a) 

1,01,550 

23-11-1925 

Chittagong Loan Co., Ltd. 

1928 

(<r) 

24,170 

29-7-1876 

Miinshiganj Loan Office, Ltd. . , 

1928 

17 

12,060 

3-2-1910 

Bank of Dacca, Ltd. 

1925 

(a) 

51,800 

26-5-1919 

Manickganj Trading <fe Banking Co., Ltd. . . 

1924 

(a) 

12,000 

5-11-1914 

Siliguri Loan Office, Ltd. 

1929 

(a) 

25,000 

22-1-1920 

Dinajpur Loan Office, Ltd. 

1928 

(a) 

3,592 

26-11-1920 

Basej^a Trading & Banking Co., Ltd. 
Thakiirgaon Union Bank, Ltd. . . 

1929 

22 

99,990 

3-2-1921 

1927 

(a) 

25,150 

10-6-1921 

Santosh Bank, Ltd. .. .. 

1928 

(a) 

8,750 

14-10-1928 

Dinajpur Hitaisiiii Bank, Ltd. . . 

1928 

(a) 

9,182 

3-7-1908 

Lakshmikole B-ajbari Loan Office, Ltd. 

1928 

(a) 

25,000 

28-5-1909 

Bajbari Bank, Ltd. . . 

1928 

H 

20,000 

22-3-1911 

Madaripiir Bank, Ltd. 

1928 

(a) 

10,000 1 

10-6-1911 

Gopalganj Banking <fe Trading Co., Ltd. 

1929 

15 

10,000 

29-M9X7 

Madaripur Popular Banking Loan Co., Ltd. 

1928 

21 

10,000 

29-1-1917 

Madaripur General Bank, Ltd. . . 

1928 

(a) 

10,000 

25-6-1917 

Bhanga Loan Office, Ltd. 

1929 

',15 ■ 

15,000 

2.5-5-1919 

Madaripur Commercial Bank, Ltd . 

1928 

(ay 

50,000 

17-1M897 

Uluberia Loan Office Co., Ltd. . . 

1928 

(a) 

66,840 

26-7-1911 

Jotedars Banking & Trading Corporation, Ltd. 

1927 

8 

64,310 

21-8-1911 

Bengal Duars Bank, Ltd. 

1927 

10 

73,928 

11-12-1917 

.4 rya Bank, Ltd. . . , . 

1927 

(a) 

1 40,000 

2-1-1902 

Raiktit Industrial Bank, Ltd. 

1928 

(a) 

3,04,184 

1-3-191.3 

Narail Loan Co., Ltd. 

1929 

10 

14,120 

11-3-1914 

Jhenida Loan Office, Ltd. 

1928 

, 8 

25,000 

23-8-1920 

Union Bank of Khulna, Ltd. . . . , 

1926 

(«) 

50,450 

28-11-1921 

Berhampore Bank, Ltd. 

1928 

(a) 

13,424 

2-9-1873 

Mymensingh Loan Office, Ltd. . . 

1928 

33 

80,400 

14-11-1913 

Siiighjani Lo<an Office, Ltd. . . . . i 

1929 

60 

20,000 

14-2-1919 

East Bengal Hural Bank, Ltd. . . 

1928 

! 32?- 

50,000 

31-1-1921 

Myinemsiiigh Industrial Loan Office, Ltd. . . 

1928 

(a) 

28,331 

26-4-1921 

Gouripiir Loan Office, Ltd. 

1927 

(a) 

20,000 

29-11-1921 

Dewangaiij Bank & Industry, Ltd. 

1929 

40 

15,000 

24-2-1925 

Shibgaiij Loan Co., Ltd. 

1928 

(a) 

7,595 

28-9-1926 

Jainalpur Bank j Ltd. .. .. 

1929 

50 

5,000 

20-12-1926 

Bengal United Bank, Ltd. 

1929 

40 

9,270 

12-12-1896 

Kumarkhali Banking Corporation, Ltd. 

1929 

(a) 

18,610 

15-2-1912. 

Kumarkliali Co-operative Credit Association, 

1 Ltd. 

1927 

(a) 

12,800 

12-10-1912 

Ensthia, Loan Office, Ltd. 

1928 

(a) 

20,040 

2-3-1885 

Noakhali Loan Office, Ltd. 

1928 

(a) 

15,000 

21-7-1897 

Pabna Dhan Bhandar Co., Ltd. . . . . 

1928 

(a) 

40,000 

4-3-1911 

Herajgaiij Loan Office, Ltd. ; . 

1928 

(a) 

2,500 

18-9-1919 

Porjana Loan Office, Ltd. . . 

1927 

(a) 

13,560 

18-9-1913 

Rajshahi Lakshmi Bank, Ltd. . . 

1928 

(a) 

11,000 

11-12-1913 

Eaj.shahi Peoples' Bank, Ltd. . . 

1928 

(a) 

10,000 

29-6-1916 

Naogaon Union Bank, Ltd. 

1928 

10 

15,000 ' 

19-4-1917 

Nator United Bank, Ltd. 

1928 

(a) 

17,000 

20-12-1917 

Naogaon Islamia Bank, Ltd. 

1928 

(a) 


15-10-1920 

Naogaon Town Bank, Ltd. . ^ 

1928 

22 

59,920 

8-4-1921 

Par Naogaon Bank, Iitd. 

1928 

40 

7,000 

23-6-1923 

Hajshahi City Bank, Ltd. 

1929 

30 

6,000 

27-4-1925 

Naogaon Atrai Bank, Ltd, 

1928 

(a) 

1,04,059 

4-6-1926 

Nator Kamala Bank, Ltd. 

1928 

(a) 

12,000 

8-6-1896 

Knrigram Bank, Ltd. 

1928 

(a) 

20,000 

28-8-1910 

Eangpur Bank, Ltd, 

1927 

(a) 

35,200 

16-5-1912 

Mahiganj Loan Office, Ltd. 

1928 

(a) 

18,000 

6-11-1912 

Badarganj Loan Office, Ltd, 

1928 

(a) 

11,000 


(a) Information 
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|{s. 1 lakh but hoi exceeding Rs. S lakhs. 



Beposits. 

Eeserve 

fund. 

Working 

fund. 

Total 

loans. 

Invest- 

ment 

in 

Govern- 

ment 

securi- 

ties. 

Cash in 
hand 
and 
with 
bankers. 

Short 

term. 

Intermedi- 
ate and 
long term. 

Miscel- 

laneous. 

Total. 

Es. 

Es. 

Es. 

Es. 

■Es. 

■ Es. 

Rs. 

Es, 

Es. 

7,803 

2,57,033 

1,04,179 

3,69,015 


4,69,015 

3,70,810 

3,000 

83,63 r 

48,935 

1,94,783 

150 

2,43,868 

9,446 

2,78,814 

2,31,060 


4,373: 

69,148 

1,07,915 

224 

1,77,287 

6,888 

2,25,425 

2,19,556 


11,259- 

64,833 

96,668 

52 

1,61,553 

20,148 

2,01,699 

1,44,021 

5,940 

51,871 

25,315 

97,530 

594 

1,23,439 

2,000 

1,54,444 

88,618 


13,311 

24,069 

1,15,917 

1,163 

1,41,140 

1,162 

2,11,103 

1,99,585 


14,22S 


96,384 

1,500 

97,884 

6,300 

1,18,184 

97,430 


11,382, 


91,950 

15 

91,965 

■M ■ 

1,06,980 

1,18,011 



24,307 

1,53,495 

22,019 

1,99,821 


2,28,081 

1,61,137 

50,044 

22,007 



87,947 

87,947 

6,500 

1,25,250 

1,49,714 

4,830 

34,952 

(a) 

(«) 

(«) 

52,294 

1,72,5 

1,55,569 

82,956 

« 


{a} 

(rt) 

(a) 

75,173 


1,03,343 

81,701 


1*9,142 


1,47,141 

1,47,141 

15,258 

1,74,459 

1,52,345 


18,079- 

97.394 

2,30,917 

41,936 

3,70,247 


4,22,047 

4,77,274 


693- 

1,46,329 

38,125 

1,31,860 

3,16,314 


3,30,115 

1,25,111 


27,39a 

31,393 

60,172 


91,565 


1,16,565 

1,04,747 


29,736* 

42,108 

2,48,444 


2,90,552 

17,065 

3,11,209 

2.21,096 

2,500 

71,755 

1,301 

5,749 


7,050 


1,07,040 

1,09,406 


8,785 

5,191 

81,754 

1,772 

88,717 

9,225 

1,23,092 

1,00,544 


30,128- 

17,004 

75,521 

1,733 

94,258 

5,302 

1,08,310 

39,086 

6,750 

22,162 


1,28,052 

1 

1,28,053 

5,637 

1,42,872 

1,10,505 


18,491 

64,297 

1,62,574 


2,26,871 

9,479 

2,61,350 

1,86,200 

9,975 

36,645 

75,161 

2,47,605 


3,27,375 

8,222 

3,55,597 

2,06,047 

7,9.50 

41,681 

. 24,173 

1,39,753 

278 

1,64,204 

21,252 

1,95,456 

99,740 

5,000 

25,695 

17,632 

1,33,949 

5,326 

1,56,907 

19,987 

1,86,894 

1,07,283 


30,565 

54,892 

2,27,848 

3 

2,82,743 

11,700 

3,04,443 

2,07,(520 

13,k5 

55,789 

15,818 

85,688 

8 

1,01,514 

6,212 

1,17,726 

83,357 

7,500 

16,293 

47,216 

1,25,468 

503 

1,73,187 


2,04,287 

1,(59,378 

2,000 

42,182 

24,872 

93,848 

400 

1,19,120 

12,000 

1,81,120 

87,376 

8,000 

10,986 

11,612 

52,245 

' 



1,50,999 

56,922 

1,100 

1,391 

91,759 

2,71,785 

813 

3,64,357 

44,500 

i 4,73,167 , 

4,47,790 


33,275 

11,767 

26,465 

7,953 

46,185 

23,029 

1,43,142 , 

1,10,115 


22,891 

60,802 

1,06,635 

23,630 

1,91,067 

26,947 

1 2,58,014 

2,43',143 


28,506 

6,515 

11,450 

1,609 

19,574 

. . 

1 3,23,758 

1,11,900 

3‘i47 

8,565 


92,129 

10,488 

1,02,617 

13,145 

1 1,29,882 

98,721 

225 

24,263 


1,45,256 

83 

1,45,339 

800 

1,71,139 

1,45,211 

12,476 

’ 18,308 

23,309 

27,048 


50,357 

400 

Mill ill iiJB 

47,949 


9,373 

31,525 

1,47,728 


1,79,253 

4,920 

1,97,. 597 

91,62(5 1 


31,892 

1,16,250 

1,23,920 

1,01,519 

3,41,689 

63,825 

4,85,914 

3,35;904 

5*(300 

79,452 

10,916 

2,53,873 

59,035 

3,23.824 

45,000 

3,88,824 

3,39,149 


2,674 

185 

2,18,257 

61,626 

2,80,068 

10,000 

3,40,068 

2,66,849 


: 86,882 


1,17,799 

354 

1,18,153 

6,875 

1,53,359 

1,25,658 

i'M2 

'■ 28,777 

95,720 

2,61,138 

8,038 

3,64,896 

10,422 

3,95,318 

3,45,003 

5,896 


44,877 

66,091 

617 

1,11,585 

31,000 

1,57,585 

1.34,782 


1*2,347 

32,228 

49,591 

1,577 

83,396 

10,100 

1,01,091 

'96,404 

, , ■, 

17,481 

50,204 

70,447 

3,835 

1,24,486 

7,000 

1,36,486 

1,44,131 


3,303 

9,260 

91,814 

1,48,764 

2,49,838 

4,000 

2,63,108 

75,540 


1,93,492 

ia) 

(a) 

(a) 

3,41,026 

20,541 

3,80,177 

2,91,193 

3,966 

39.548 

13,095 

1,50,249 

411 

1,63,755 


1,9(5,555 

1,47,873 


22,517 

138 

1,30,560 

74 


12,229 

1,63,041 

1,15, .505 


3,269 


3,70,510 

12,828 

3,83,338 

30,432 

4,28,770 

3,85,905 

23,000 

204 

2,23,619 

84,386 

19,950 

3,27,955 

83,347 

4,01,302 

60,' 194 


1,233 

25,356 

2,39,014 

263 

2,64,633 

80,119 

8,47,252 

2,29,245 

6*435 

43,037 

20,109 

81,019 

. . 

■Will i i 

4,600 

1,19,288 

58,401 


63.489 

49,884 

92,285 

22 

1,42,191 

23,568 

1,76,759 

1,42,935 

■ 'i82 

20,398 

88,084 

1,64,366 

1 

2,52,451 

14,586 

2,77,037 

2,39,131 

1,365 

36,21,5 

49,617 

3,63.659 

1,152 

4,14,428 

WII 1 ■ 

4,97,061 

3,47,956 


49,623 

20,401 

75,667 


96,068 

3,786 

1,16,854 

1,05,561 

• . 

17,414 

20,309 

67,692 



5,834 

1,01,747 

79,643 


25,069 

62,209 

1,88,406 

10,135 

2,60,750 


3,20,670 

2,93,452 


41,527 

95,396 

1,42,103 


2,37,499 

12,652 

2,57,151 

1,71,230 


76,408 

64,495 

70,010 


1,35,405 

1,764 

1,43,169 

1,01,050 

... 

46,599 

49,171 

40,784 


1,04,055 


2,08,914 

1,66,490 


9, .593 

32,558 

70,638 

IMfeiiTiall 

1,10,196 

1,122 

1,23,318 

99,536 


28,703 

(«) 

(a) 

(«) 

1,16,485 


1,49,285 

1,18,206 

17,500 


(a) 

(a) 

<«) 

1,97,333 


2,39,533 

1,25,337 

• * 

1*9,648 

25,536 

1,39,212 


1,64,748 

13,133 

1,95,881 

1,81,152 


26,774 

13,254 

2,22.520 

1,589 

2,37,363 

mm 

2,60,363 

1,65,058 

.. 

17,394 


not available. 
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District, 

Date of in- 
corjioration. 

Name of the company. 

Year of balance 
sheet. 

Dividend. 

Paid up 
caiHta!. 





Per 

.Es.: 





cent. 


*69 Kangpur . . 

10-6-1913 

NaManga Bank, Ltd- 

1927 

25 

17,800 

70 Eangpur .. 

10-8-1913 

Nilphamari Commercial Bank, Ltd. 

1928 

24 

10,000 

71 Eangpur .. 

22-6-1917 

Kurigram Union Loan Co., Ltd. 

1928 

(«) 

7,486 

72 Eangpur . . 

14-10-1919 

Saidpur Commercial Bank, Ltd. . . 

1927 

9 

79;520 

73 Eangpur , . 

8-6-1020 

North Bengal Industrial Bank, Ltd. 

1926 

■"'■'■■21'-' 

■■■■■21,612:'" 

74 Eangpur . . 

5-11-1923 

Union Loan Co. (Jamalpnr), Ltd. 

'1927 

100 

5,000 

75 Eangpur .. 

18-9-1924 

Eangpur National Bank, Ltd. . . 

1929 

0) 

9.880 

76 Tippera . . 

25-3-1871 

Tippera Loan Office, Ltd. 

1928 


1,00,000 

77 Tippera . . 

10-2-1914 

Brahmanbaria Lakshmi Bank, Ltd. 

1928 

.25 

12,000 

78 Tippera . . 

24-4-1922 

Cirija Bank, Ltd. 

1928 

(a) 

12,850 

79 Tippera .. 

16-4-1923 

Pioneer Bank, Ltd. . . .. 

1928 

{a) 

17,454 

60 Tippera . . 

13-8-1924 

Bengal Traders' Bank, Ltd. 

1927 

(a) 

17,835 

61 Tippera . . 

15-3-1926 

Chandpur Bank, Ltd. 

1927 

(a) 

7,594 

62 Tippera . . 

29-1-1929 

Bast Bengal Bank, Ltd. .. 

1928 

(a) 

28.860 

63 24;-Earganas 

28-11-1901 

Basiihat Loan Co., Ltd. 

1928 

(a) 

20:000 



Total 01 Class IV 


** 1 

25,56,211 


Class V.— Having working funds exceeding 


1 Bakarganj 

25-4-1916 

Khayerabad Loan Office, Ltd, . . 


1928 

(a) 

15,485 

2 Bakarganj 

18-2-1921 

Solok Loan Office, Ltd. 


1927 

6 

13,811 

B Bogra 

17-2-1919 

Shariakandi Loan Co., Ltd. 


1928 

22^ 

22,000 

4 Bogra 

23-6-1921 

Santahar Union Co., Ltd. 


1928 

(a) 

18,340 

5 Bogra 

5-9-1921 

Bogra United Bank, Ltd. 


1928 

22 

10,785 

6 Bogra 

4-1-1922 

Cossaibari Loan Co., Ltd. . . 


1927 

(a) 

25,250 

7 Bogra 

17-11-1924 

Barendra Bank, Ltd. 


1927 

(a) 

16,802 

8 Bogra 

26-11-1925 

Kalitala Loan Co., Ltd 


1928 

20 

18,950 

9 Dacca 

29-3-1880 

Dacca Loan Office, Ltd. 


1928 

(a) 

62,200 

TO Dacca 

1-10-1920 

Narayanganj Banking & Loan Co., Ltd. 


1928 

12 

14,200 

11 Baridpur .. 

25-7-1919 

Madaripur Local Bank, Ltd. 


1927 

15 

10,000 

12 Faridpur 

29-1-1924 

G-opajganj Krishi O’Loan Bank, Ltd. 


1928 

(a) 

12,630 

13 Faridpur .. 

15-3-1924 

Goalundo Trading & Banking, Ltd, 


1927 

(a) 

15,822 

14 Jessore 

17-6-1908 

Oriental Bank, Ltd. 


1927 

(a) 

42,638 

15 Jessore 

1-10-1920 

Bengal Commercial & Industrial Bank, Ltd. 

1927 

(a) 

3,556 

16 Jessore 

28-7-1929 

Village Union Bank, Ltd. 

. ■» 

1927 

5 

12,000 

17 Khulna . . 

3-2-1920 

Khulna Banking Corporation, Ltd. 


1926 

(a) 

25,677 

18 Khulna. . . 

22-9-1920 

Star of India Loan Co., Ltd. 


1928 

(«) 

40,912 

19 Mymensingh 

11-2-1887 

Tangail Loan Office, Ltd. 


1928 

(a) 

44,310 

20 Myinen.smgh 

2-5-1888 

Digpait Milita Dhan Bhander Co., Ltd. 


1928 

37 

32,000 

21 Mymensingh 

16-6-1920 

Sarisabari Bank & Loan Office, Ltd. 


1928 

(a) 

14,000 

22 Mymensingh 

5-8-1921 

Kishorganj National Bank, Ltd. 


1927 

(a) 

.20,075: 

23 Mymensingh 

21-11-1922 

Melandaha Loan Olfice, Ltd. 


1928 

(a) 

6,650 

24 Mymensingh 

6-3- 1 924 

Baksigaiij Commercial Bank, Ltd. 


1929 

45 

6,700 

25 Myrnensiniiffi 

12-2-1925 

Gandha Baiiik Commercial Bank, Ltd. 


1928 

10 

42,000 

26 Mymensingh 

18-3-1925 

Shcrpur Dayamayee Bank & Loan Office, 

Ltd. 

1928 

(a) 

7,450 , 

27 Mymensingh 

7-5-1925 

Patiiadaha Loan Co., Ltd. . . 


1928 

(a) 

4,940 i 

28 Mymensingh 

15-7-1925 

Sarisabari Mahajan Bank, Ltd. . . 


1927 

(«) 

‘ ■■■"5,195: 

29 Mymensingh 

6-4-1926 

Nanmdi Loan Co., Ltd. .. 


1929 

45 

: .;::5,895' 

BO Mymensingh 

! 27-9-1920 

Prodyat Nagar Loan Co., Ltd. . . 


1928 

(a) 

3,770 

31 Mymensingh 

8-7-1927 

Kishorganj Lakshmi Bank, Ltd. 


1929 

12 

25,000 

32 Mymensingh 

10-7-1927 

Narimdi Banking <fe Trading Co., Ltd. 


1929 

40 

O.OSO 

33 Nadia 

23-12-1912 

Bengal Commercial Bank, Ltd. 


1229 

5 

■■;, '42,625'' 

34 Nadia 

15-4-1913 

Khoksa Janipnr Jubilee Bank, Ltd. 


1929 

10 

29,565 

35 Pabna 

26-2-1919 

Bara Pangashi Samabay Bank, Ltd. 


1929 

(«) 

16,000 

36 Pabna 

6-12-1920 

Udhiikia Banking & Trading Co., Ltd. 


1929 

20 

10,000 

37 Pabna 

1-9-1921 

Chak Pangashi Industrial Bank, Ltd. 


1929 

30 

8,000 

38 1‘abna 

8-K-1923 

Mohanpiir Trading Bank, Ltd. 


1928 

24 

9,394 

39 Pabna 

17-11-1924 

Serajganj Bank, Ltd. 


1928 

{a) 

6,885 

40 Pabna 

23-12-1919 

Sthal Industrial Bank, Ltd. 


1928 

(a) 

14,535 

41 Eajsliahi . . 

26-6-1914 

Chikandi Loan Office, Ltd. 


1928 

{(0 

16,020 

42 Eajshalii .. 

23-4-1928 

Eajshahi City Bank, Ltd. 


1928 

(a) 

6,000 

43 Eajshahi . . 

29-7-1925 

Naogaon Mahajan Bank, Ltd. . . 


1927 

(a) 

7,000 

44 Eangpur . . 

13-12-1924 

Zemindars’ Bank, Ltd. 


1928 

8 

40,100 

45 Eangpur . . 

27-9-1915 

Baharband Jotedars’ Bank, Ltd. 


1928 

(n) 

19,875 

46 Eangpur .. 

22-12-1920 

Pirgacha Loan Office, Ltd. 


1928 

(a) 

15,000 

47 Eangpur 

16-2-1921 

Kastriya Bank Co., Ltd. 


1926 

(a) 

15,175 

48 Eangpur . . 

21-10-1924 

Nilphamari Lu.xmi Bank, Ltd. . . 


1928 

(a) 

7,820 

49 Eangpur .. 

17-3-1925 

Eangpur Itaiyat Bank, Ltd. 


1926 

0) 

24,580 


(a) IiiformatioE 
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■ Sbort 
term. 

D 

Interme- 
diate and 
long term. 

eposits. 

Miscel- 

laneous. 

Total. 

Beaerve 

fund. 

Working 

fund. 

Total 

loans. 

Invest- 

ment 

in 

Govern- 

ment 

securi- 

ties. 

Cash in 
hand 
and 
with 
bankers. 

Bs. 

Es. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 


61,545 

40,968 

1,02,513 

8,290 

1,28,603 

1,06,1.57 


27,550 

35,018 

63,602 

643 

99,263 

5,817 

1,15,080 

85,014 

1,500 

11,367 

9,023 

1,09,443 

1,971 

1,21,042 

6,265 

1,34,793 

1,04,057 


27,290 

40,046 

1,29,136 

8,920 

1,78,702 

7,355 

2,65,577 

1,56,760 


83,008 

32,747 

69,453 

192 

1,02,392 

2,061 

1,26,065 

99,740 


34,522 

23,769 

80,607 

5,996 

1,10,372 

7,053 

1,22,425 

1,26,343 


6,414 

10,769 

1,06,497 


1,17,266 

1,400 

1,28,546 

1,17,553 


10,945 

. . 

83,299 

1,47,220 

2,30,519 

52,864 

3,83,383 

3,90.099 

1,540 

7,572 

10,137 

2,24,930 

16,656 

2,51,723 

15,715 

2,79,438 

2,18,210 

5,000 

44,835 


71,248 

19,000 

90,248 

4,307 

1,07,405 

85,685 


8,832 

1,911 

94,491 

15,931 

1,12,333 

3,695 

1,33,482 

1,20,052 


19,027 

2,200 

1,16,816 

23,348 

1,42,364 

15,806 

1,76,005 

1,63,897 


19,050 

(«) 

(«) 

(a) 

92,201 

1,500 

1,01,295 

70,489 

. . 

21,421 

8,224 

3,78,656 

19,917 

4,06,797 

18,338 

4,53,995 

2,88,377 

1,707 

20,823 

15,233 

7,10,644 


2,25,877 

15,789 

2,61,666 

75,466 

4,000 

11,325 

25,69,628 

99,25,165 

13,51,641 

1,47,20,946 

11,35,875 

1,84,13,032 

1,35,82,423 

2,23,385 

22,98,681 

1 ■ . ‘ 

Us. 50,000 but not e 

xeeeding 

Rs. 1 lakb 






1,879 

58,898 

3,377 

64,154 

5,542 

85,181 

68,627 


10,730 


50,472 

6,384 

56,856 

1,000 

71,667 

64,468 


11,630 

372 

35,666 

18,350 

54,388 

10,488 

86,876 

72,234 


3,290 

18,012 

24,016 

19 

42,047 

1,403 

61,790 

41,366 

, , 

20,260 

15,512 

64,931 

621 

81,064 

3,487 

95,336 

79,192 


14,670 

2,120 

43,989 

" "W . ' 

46,109 

4,290 

75,649 

64,723 


9,956 

9,927 

46,959 

140 

57,026 

1,456 

75,284 , 

79,030 


5,336 

(a) 

(a) 

(«) 

30,283 

4,000 

53,233 

50,173 


6,674 

29,326 

1,729 

31,055 

23 

93,278 i 

1,08,823 


7,214 

1,019 

44,872 

1 

45,892 

3,200 

63,292 

59,831 

2,800 

6,734 

6,931 

49,122 


56,053 

2,500 

68,553 

54,757 


10,557 

11,243 

33,447 

162 

44,852 

2,600 

59,982 

55,195 


8,284 

' 5,104'^ 

49,056 

75 

54,235 


70,057 

42,622 


5,025 

6,333 

23,060 

12,457 

41,850 

Ko50 

88.538 

90,091 

4,k3 

3,013 

51,495 



51,495 


55,051 

49,553 


893 

2,384 

37,244 


39,628 

3,038 

54,666 

40,372 


4,517 


34,016 

2,533 

36,549 

580 : 

62,806 

55,366 


9,097 

6,771 

5,623 


12,394 

585 ! 

59,891 

18,864 


19,189 

680 

30,942 

"411 

32,033 

3,858 

80,201 

60,739 


4,448 

(a) 

Ca) 

(a) 

38,548 

26,000 

96,548 

■ 74,911,;, 


14,518 

20,625 

24,768 

2,113 

47,506 

13,100 

74,606 

71,663 ^ 


1,402 

16,181 

34,599 

681 

51,461 

1,600 

73,136 

80,180 


13,985 

42,837 

32,508 


75,345 

16,100 

98,095 

1-" 92,473 


6,807 


28,821 

14,990 

43,811 

3,500 

54,011 

62,439 


139 

20,396 


1 6,834 

27,230 

1,801 

71,031 

17,838 


21,204 

44,113 

27,690 


71,803 

8,000 

87,253 

50,585 


f;' 15, 357'- 

15,753 

26,928 

V,542 

^ 44,223 

4,500 

53,663 

57,298 


2,373 

31.778 

34,630 

3,125 

69,533 

1,500 

76,228 

67,305 


4,721 


48,654 


48,654 

9,500 

64,049 

61,646 


7,055 


18,579 

31*879 

50,458 


54,228 

57,926 


2,112 

13,113 

40,891 

13,681 

67,685 

1,000 

93,685 

85,246 

' * • 

13,326 

■ 28,256 

12,534 


40,790 

5,750 

53,470 

55,809 


1,927 

120 

30,090 

13,701 

43,911 

1,542 

88,078 

72,466 


9,765 

1,293 

22,734 

122 

24,149 

4,670 

58,384 

46,304 

■ ■ 

8,351 

4,866 

32.903 

4,300 

42,069 

13,638 

71,707 

44,609 


7,811 

8,822 

42,862 


51,684 

6,164 

67,858 

56,373 

5,205 

6,814 

6,063 

19,348 

31*649 

57,060 

13,827 

78,877 

58,468 

4,908 

3,602 

4,978 

34,020 

42,600 

7,687 

59,681 

35,742 


11,461 

31,378 

41,875 

1,097 

54,350 

1,759 

62,994 

53,755 


14,145 

6,645 

28,910 

1,193 

36,748 

10,734 

62,017 

48,963 


7,502 

9,206 

52,855 


62,121 

8,193 

86,334 

53,092 

7*500 

14,392 

24,094 

64,782 


88,876 

1,099 

95,975 

91,124 


7.211 

40,429 

12,931 

"162 

53,522 


60,522 

37,944 


35,355 


35.079 


35,079 

« « 

75,179 

62.039 


8,150 

3,996 

33; 164 

"260 

37,420 


57,295 

41,633 


1,573 

7,310 

57,586 

42 

64,938 

*8*500 

88,438 

1,03,780 


25,068 

■ 10,378 

33,674 


44,052 

2,700 

61,927 

60,190 


13,885 

25,813 

21,467 

58 

47,388 

2,019 

57,177 

44,686 


10,781 

10,081 

19,601 


29,682 

430 

54.692 

44,341 


14,337 


Eot available. 
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District. 

Date of in- 
corporation. 

of the company. 

Year of balance 
sheet. 

Dividend. 

Paid-up 

capital. 



1 ' ■ : " 


Per 

cent. 


50 Rangpur 

6-8-1925 

Baraandanga Loan Office, Ltd. .. 

1927 

40 

3,547 

51 Rangpnr . * 

• 11-9-1925 

Gaibandha Mahajan Bank, Ltd. 

■T928.^:.' 

(a) 

5,000 

62 .'Eangpiir . . 

7-10-1926 

Assam Bengal Indnstrial Bank, Ltd. 

1927- 

20 

9,051 

53 Tipperah . . 

54 Tipperah . . 

2-9-1911 

Kalikatcha Loan Co., Ltd. 

'''1929.; 

r.TSf 

12,500 

8-3-1926 

i Palli Mongal Bank, Ltd. 

1929 

'; 'lO^-::' 

19,020 

55 Tipperah . . 

26-8-1926 

Brahmanbaria Mahakiuiia Bank, Ltd. 

1928 

(a) 

6,225 

5C Tipperah . , 

30-9-1926 

: Tripura National Bank, Ltd. 

1928 

(a) 

12,210 

57 Tipperah . . 

4-10-1926 

Comilla Bank, Ltd. 

1929 

(a) 

10,435 

58 Bogra 

23-2-1925 

Bogra National Bank, Ltd. . . 

Total 0 ? Class V 

1928 

(a) 

51,000 

10,29,535 


Class VI.— Having working funds exceeding 


1 Backerganj 

4-9-1923 

Patuakhali Loan Office, Ltd. 

1929 

121 

12,000 

2 Bogra 

17-11-1922 

Hatsherpur Loan Office, Ltd, 

192S 

(a) 

7,277 

3 Bogra 

27-9-1924 

Bogra Kohinoor Bank, Ltd. 

1928 

35 

6,710 

4 Bogra 

31-8-1925 

Sonatola Loan Office, Ltd. 

1929 

20 

10,707 

5 Bogra 

15-9-1925 

Durgahatta Loan Co., Ltd. 

1929 

(a) 

12,500 

6 Bogra 

17-3-1926 

Gossaibari Mahajan Bank, Ltd. 

1928 

20 

17,200 

7 Bogra 

17-3-1926 

Sherpur Bank, Ltd. . . 

1928 

(a) 

6,763 

8 Bogra 

25-6-1926 

Kutabpur Commercial Bank, Ltd. 

1927 

10 

14,776 

9 Bogra 

8-7-1926 

Baikal! Loan Office, Ltd. 

1928 

15 

10,025 

10 Bogra 

27-8-1926 

West Bogra Bank, Ltd. . . . . 

1928 

35 

6,000 

11 Bogra 

2-9-1926 

Basipur Commercial Bank, Ltd. 

1928 

20 

4,860 

12 Calcutta . . 

2-1-1925 

Trade Union Loan Co., Ltd. . . 

1927 

(«) 

24.321 

13 Chittagong 

29-11-1927 

Eastern Union Bank, Ltd. 

1928 

(a) 

10,170 

14 Dacca 

2-3-1922 

East End Bank, Ltd. . . 

3926 

(a) 

25,406 

15 Dacca 

12-2-1923 

Manickganj Industrial Bank, Ltd. 

1927 

15 

7,490 

16 Dinajpur . . 

20-1-1928 

Birampore Bank, Ltd 

1928 

Nil 

13,680 

17 Paridpur . . 

7-2-1919 

Palong Loan Co„ Ltd. 

1929 

4 

20,000 

18 Paridpur . . 

3-11-1920 

Mustafapiir Banking and Trading Co., Ltd. 

1927 

(a) 

16,027 

19 Paridpiir . . 

4-7-1927 

Gopalganj Industrial Bank, Ltd. 

1929 

Nil 

5,100 

20 Jalpaiguri 

7-7-1911 

Alipur Duar Banking Corporation, Ltd. 

1928 

3 

81,225 

21 Khulna . . 

22-8-1922 

Khulna Mercantile Bank, Ltd. . . 

1927 

(a) 

27,972 

22 M,ur.shidabad 

14-10-1920 

Murshidabad Loan Office, Ltd. . . . . 

1928 

(rt) 

10,376 

23 Myniensingh 

26-7-1887 

Ghatail Sarnmilani Dhan Bhander, Ltd. 

1925 

(«) 

26,000 

24, MyineriHingh 

16-5-1910 

Itail Loan Office Co., Ltd. .. .. 

3928 

m 

20,000 

25 Myniensingh 

3-1-1921 

Bajitpiir Industrial Loan Office, Ltd. 

1929 

10 

12,978 

26 Mymensingh 

29-11-1924 

Jamal pur Merchants Bank, Ltd, 

1927 

(a) 

3,320 

27 Mymensingh 

14-2-1925 

Narayanpiir Bank and Loan Office, Ltd. 

1929 

(a) 

4,410 

28 Myniensingh 

12-3-1925 

Sherpur Loan and Commerce, Ltd. 

1927 

(a) 

4,820 

'29 Mvinensingh 

29-1-1926 

Kamala Bank, Ltd. . . . . 

1928 

(a) 

7,150 

30 Mymensingh 

9-3-1926 

Bahadurabad Loan and Commerce, I.td. 

3928 

(a) 

3,340 

31 Mymensingh 

11-3-1926 

' Shyamganj Bank, Ltd. .. 

1928 

(a) 

3,605 

32 Mymensingh 

15-3-1926 

East Bengal Mercantile Bank, Ltd. 

1927 

(a) 

13,845 

33 Mymensingh 

20-3-1926 

Hatbari Ghapakona Loan Office, Ltd. 

1928 

(«) 

6,915 

34 Mymensingh 

19-6-1921 

Sera jganj Industrial and Agricultural Bank, 

Tfi? 

1927 

(^f) 

2,040 

35 Mymensingh 

10-7-1926 

X4t»U« 

Brahrnanpara Loan Co., Ltd. 

1929 

25 

5,763 

36 Mymensingh 

22-9-1926 

Jamalpur Commercial Bank, Ltd. 

1928 

(«) 

4;610 

37 Mymensingh 

5-10-1926 

Islampur Loan Office, Ltd. 

1928 

{(t) 

3,855 

38 Mymensingh 

8-10-1926 

Gunaritola Loan Co., Ltd. .. 

1929 

30 

4,020 

39 Mymensingh 

28-10-1926 

Jamalpur Central Loan Co., Ltd. 

1928 

(«) 

2,405 

40 Mymensingli 

28-10-1926 

Bausi Bangali Bank, Ltd. 

1928 

(«> 

5,945 

41 Mymensingh 

9-11-1926 

Digpait Officers Union Bank, Ltd. 

1928 

{a) 

3-475 

42 Mymensingh 

4-1-1927 

Sherpur Model Bank and Loan Office, Ltd. 

1927 

(«) 

3;260 

43 Mymensingh 

8-2-1927 

Kalipati Loan Co., Ltd. .. .. 

1929 

(«> 

4,485 

44 "Mymensingh 

8-2-1927 

Nara yan Bank, Limited 

1928 

la) 

1,600 

45 Mymensingh 

29-7-1927 

Islampur Bank, Ltd. 

1928 

la) 

2,380 

46 Mymensingh 

12-9-1927 

Gopalpur Bank, Ltd. .. 

1929 

30 

3;405 

47 Mymensingh 

17-9-1927 

Nagdasimla Loan Office, Ltd. . . 

1929 

131 

4,650 

48 Mymensingh 

8-12-1927 

Krishna Bank, Ltd. . . .. — 

1929 

10 

7,865 

49 Mymensingh 

19-12-1927 

Bhairab Loan Co., Ltd. 

1929 

ia) 

16,100 

50 Mymensingh 

20-1-1928 

Barhatta Bank, Ltd. 

1929 

20 

4,760 

51 Noakhali . . 

29-9-1924 

Lakhmipur Loan Co., Ltd. 

1928 

{a) 

16,000 

52 Noakhali .. 

27-8-1926 

Noakhali Nath Bank, Ltd. 

1928 

(a) 

20,093 

53 Noakhali .. 

29-7-1927 

Noakhali Baisya Barujibi Bank, Ltd. 

1929 

{a) 

16,805 

54 Pabna 

27-8-1923 

Ganga Brosad Bank, Ltd, 

1928 

25 

4,500 


(a) Iijfomatioa 
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: : : : 

Short 

term. 

I 

Inter- 

mediate 

and 

long term. 

leposits. 

Miscel- 

laneous. 

Total. 

Beserve 

fund. 

Working 

fund. 

... ,, . 

Total 

loans. 

Invest- ^ 
meat 
:'",''in. 

Governr, 

ment 

securi- 

ties. 

Cash in 
hand 
and 
with 
bankers. 

Rs. 

, Bs. 

Bs.' 

Bs. 

Bs. 

Bs. 

Rs, 

' -Rs. V 

Bs. - 

27,715 

49,832 


77,457 : 


81,094 : 

63,970 


'25,739;' ■ 

19,258 

58,684 

"560 

78,502 

1*500 

85,002 ; 

57,610 


: ' 24,553 

42,627 

22,612 


65,239 

■ ■■ > -2,511 ■ 

76,801 

34,023 


16,095 

3,551 

60,106 


63,657 

12,913 

89,070 

74,814 


7,701 


59,719 

5,917 

65,636 

5,055 

89,711 : 

84,557 


":-2,071" 

’*542 i 

36,140 

13,500 

50,182 

4,842..^ 

61,249 

61,121 1 


4,008 

(a) 

(a) 

(a) 

53,089 

2,200 

67,499 

63,719 1 


1,16,127 

9 

40,213 

1,313 

41,535 

1,200 

53,170 

49,253 1 


7,068 

530 

1,680 

10 

2,220 


53,220 

10,761 i 


463 

6,41,222 ^ 

18,76,066 

2,29,008 

28,68,216 

2,57,534 

41,55,285 

34,46,686 

20,448 

6,72,383 


R$. 25,000 but not exceeding Rs. 50,000. 



27,170 


27,170 

3,074 

42,244 

41,901 


5,217 

3,665 

24,272 

15 

. 27,952 

2,572 

37,801 

38,178 


1,082 

6,414 

20,930 

6,380 

32,724 

630 

40,064 

34,23 4 


9,201 

44 

29,505 

25 

29,574 

528 

40,809 

43,306 


2,746 



27,659 

27,659 

1,174 

41,333 

37,221 


7,977 


23,228 

3,539 

26,767 

1,812 

45,779 

45,287 


3,774 

*6,063 

14,506 

31 

20,600 

200 

27,563 

22,165 


8 062 



17,635 

17,635 


32,411 

27,881 


5,859 

*6,341 

27,376 

108 

33,825 


43,850 

38,928 


10,653 

.5,260 

5,473 

9,310 

20,043 

315 

26,358 

27,375 


2,290 

13,225 

17,156 


30,381 


35,241 

39,871 


9,185 

1,133 

— — 

*2,228 

4,250 


28, .571 

3,953 


253 

(a) 

(a) 

(a) 

38,776 

137 

49,083 

47,791 


1,289 

(a) 

(a) 

(a) 

16,703 


42,109 

17,129 


. 1,552' 

19,349 

18,158 

1,043 

38,550 

1,087 

47,127 

26,923 

» «, ■ 

14,111 

9,087 

6,653 

7,620 



37,040 

31,091 


6,665 

2,255 

. ' 18,724 


20,979 

5,054 

46,033 

33,518 


6,253 

3,558 

12.658 

1,010 

17,226 


33,253 

11,408 


6,002 

3,018 

20,311 

631 

23,960 


29,060 

26,689 


4,006 

209 

1.508 

660 

2,383 

11,000 

44,608 

40,891 


11,399 

4,612 

13,788 


18,400 


46,372 

8,125 


5,262 

4,845 

28,151 


32,996 

*3,900 

47,272 

33,229 


3,887 


11,284 

8,433 

19,717 

192 

45.909 

12,953 


351 

1,421 

15,582 



10,771 

47,774 

1,03,409 


5,811 

12 

15,388 


15,540 

2,300 

30,818 

31,874 


1,239 

642 

8,902 

18,108 

27,652 

1,509 

32,481 

81,279 


1,704 

3,119 

7,782 

15,366 

26,267 

2,806 

33,543 

28,938 


4,035 

6,874 

11,734 

21,586 

40,194 

1,500 

46,514 

32,380 


213 

7,850 

25,395 

736 

33,981 

1,500 

42,631 

46,778 


1,296 

1,192 

9,573 

11,501 

22,266 

2,000 

27,406 

27,366 

■ ■ *. I. ■ 

662 

200 

25,332 

813 

26,345 

1,500 

- 31,450 

36,720 


759 


570 

14,485 

15.055 


28,900 

20,970 . 


9,650 

15.731 

17,924 

1,089 

34,744 

*2,100 

43,759 

42,801 ' 


1,923 

4,757 


■ 23,778 

28,537 


31,177 

29,264 


3,544 


12,140 

14,934 

27,074 

1,500 

34337 

31,836 


2,824 

*3*050 1 

18,572 

2,237 

23,859 


28,469 

31,341 ; 


725 

10,956 

18,674 

815 

30,445 

■ , , 

34,300 

34,769 


3,604 

9,900 i 

12,821 

879 


2,100 

29,720 

31,356 


1,202 


34,834 


44,893 


47,298 

48,096 


3,393 

8,045 

28,144 

2,336 

38,525 


44.470 

43,590 


1,482 

10 

23,795 1 

7,511 

31,316 


34,791 

35,713 


2,612 

11,080 

15,128 

727 

26,935 


30,195 

17,318 


1,367 


13,441 

165 

23,375 

1,000 

28,860 

22,646 


4,416 

644 

12,926 


36,579 

- ' 

38,179 

44,292 


1,200 

39 

13,632 

11,052 

24,723 


27,103 

23,599 


349 

128 

8,126 

20,812 


*3,000 

35,471 

35,384 


1,666 

101 

20,309 

5,113 

25,523 

3,000 

33,173 

32,714 


1,367 

2,156 

14,289 

6,165 

28,060 


30,925 

29,355 


3,609 


2,500 


21,570 

2,897 

40,567 

43,378 


505 

1*6,232 

9,319 


26,651 

600 

31,911 

32,895 


603 

6,785 



29,796 

1,303 

47,099 

49,595 


994 

(a) 

(a) 

(a) 

16,633 


36,726 

37,383 


2,959 

mHmmm 

7,475 

5,212 

14,687 

* • 

31,492 

26,537 


6,505 

j 19,745 

14,913 

5,000 

39,658 

2,726 

46,884 . 

31,212 

1,090 

16,259 


apt 
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District. 

Date of in- 
corporation. 

??ame of the company. 

Year of balance I 
sheet. I 

Dividend. 

Paid-up 

capital. 

55 Bajshahi .. 

31-5-1920 

Chowgram Banking and Trading Co., 

1929 

Per 

cent. 

15 

Rs. 

12,500 

56 Eajshahi .. 

17-11-1922 

Ltd. 

Hutsherpur Loan Office, Ltd . 

1928 

(a) 

7,277 

57 Rajshahi .. 

18-3-1925 

Gurudaspur Trading Bank, Ltd. 

Rajshahi Industrial Bank, Ltd. . . 

1927 

(a) 

10,533 

68 Rajshahi , . 

12-2-1927 

1928 

(a) 

4,975 

59 Rajshahi .. 

8-4-1927 

Kalam Loan Office, Ltd. 

1929 

(a) 

14,359 

60 Rajshahi .. 

6-5-1927 

Mahadebpur Kamala Bank, Ltd. 

1929 

12 

5,800 

61 Rangpur 

13-9-1914 

Ghilmari Loan Co., Ltd. 

Gaybari Loan Ofi&ce, Ltd. 

1927 

(a) 

14,690 

62 Rangpur 

20-4-1917 ! 

1928 

(a) 

22,500 

63 Rangpur 

27-4-1917 

Belka Loan Office, Ltd. . , . . ; 

1928 

(a) 

15,000 

64 Rangpur , . 

22-9-1922 ' 

Lalmonirhat Union Bank Ltd. . . 

1925 

(a) 

19,330 

65 Rangpur .. 

12-9-1923 

Nilphamari Town Bank, Ltd. .. 

1928 

(Cl) 

8,000 

66 Rangpur . . 

27-7-1925 

Rangpur Mahaj an Bank, Ltd. .. 

1027 

(a) 

13.460 

67 Rangpur . . 

20-10-1925 

Jaibandha Jotedars Bank, Ltd. 

1928 

(a) 

7;765 

68 Rangpur 

26-4-1926 

Nilphamari Mahajan Bank, Ltd. 

1928 

(a) 

7.361 

69 Rangpur . . 

18-2-1926 

Kurigram Kshatriya Loan Co., Ltd, 

1928 

(a) 

5,829 

70 Tipperah , . 

21-1-1913 

Brahmanbaria Bazar Bank, Ltd. 

1929 

(a) 

17,325 

71 Tipperah . . 

6-5-1920 

Chandpur Loan Office, Ltd. . . 

1928 

(a) 

26,547 

72 Tipperah . . 

2-3-1925 

Bakshin Kalikatcha Loan Co., Ltd. 

1928 

(a) 

10,204 

73 Tipperah . . 

13-8-1926 

Brahmanbaria Kamala Bank, Ltd. 

1928 

Nil 

4,000 

74 Tipperah . . 

6-12-1926 

Bengal Oriental Bank, Ltd. 

1928 

(a) 

10,044 

75 Tipperah . , 

5-1-1927 

Chandpur Model Bank, Ltd. 

1929 

12 

18,134 

76 Tipperah . . 

11-11-1927 

Brahmanbaria Model Bank, Ltd. 

1928 

Nil 

7,310 

77 Mymensingh 

12-2-1925 

Fulkocha Loan Office, Ltd. . . . . 

1928 

(a) 

4,775 



Total for Class VI 


•• 

8,12,102 


Class VII.— Having working funds 


1 Bakargan 

2 Bakargan; 

3 Bakargan 

4 Bakargan; 

5 Bogra 
f> Bogra 

7 Bogra 

8 Bogra 

9 Bogra 

10 Bogra 

11 Bogra 

12 Bogra 

13 Bogra 

14 Bogra 

15 Bogra 
10 Bogra 

17 Bogra 

18 Bogra 

19 Bogra 

20 Bogra 

21 Calcutta 

22 Calcutta 

23 Calcutta 

24 Chittagong 

25 Chittagong 

26 Dacca 

27 Dacca 

28 Dacca 

29 Dacca 

SO Dacca 

31 Dacca 

32 Dacca 

33 Dianjpnr .. 

34 Dinajpur . , 


24-1-1918 

Jhalakati Loan Office, Ltd. 


1924 

(a) 

(a) 

4,433 

9-10-1922 

Popular Loan Offie^ Ltd, 


1927 

9,220 

28-3-1923 

Bhola Loan Office, Ltd. 


1929 


15,622 

7-9-1923 

Khosabar Loan Co., Ltd. 


1926 

(a) 

543 

23-6-1920 

Jayapur Bogra Bank, Ltd. 


1927 

(a) 

6,940 

14-3-1921 

>Shariakandi Trading and Banking 
Ltd. 

Co.’, 

1927 

(a) 

7,771 

15-12-1925 

Bogra Royal Bank, Ltd. 


1928 

m 

2,655 

21-12-1925 

Naogaon Equitable Bank, Ltd. 


1928 

(a) 

1,095 

25-2-1926 

Biswanathpur Loan Office, Ltd. 


1928 

id) 

12.130 

25-2-1920 

Bagbari Loan Co., Ltd. 


1929 

124 

13,978 

30-4-1926 

Gosaibari Tajmahal Bank, Ltd. . , 


1928 

(a) 

2,735 

9-6-1926 

Champapur Bank, Ltd. 


1928 

(a) 

6,000 

13-8-1926 

Adarsa Bank, Ltd. . . , . 


1928 

(a) 

9,335 

9-9-1926 

Narchi United Bank, Ltd. 


1928 

(a) 

6,f)00 

13-11-1926 

Radhakantopur Loan Office, Ltd. 


1928 

(a) 

2,041 

3-12-1926 

New' Shariakandi Bank, Ltd 


1927 

(Cl) 

6,298 

9-12-1926 

Kamalpur Popular Bank, Ltd. . . 


1928 

15 

13,774 

17-12-1926 

Kusumbia Krishi Bank, Ltd. 


1928 

10 

4,975 

17-8-1927 

Hatgacha Mahajan Bank, Ltd. . . 


1928 

(rO 

3,284 

28-11-1927 

Pinderhati Bank, Ltd. 


1920 

(«•) 

4,535 

21-4-1903 , 

Mahisya Banking and Trading Co. Ltd. 


1928 

(a) 

15,501 

8-8-1921 

Alliance Loan Co., Ltd. 


1926 

(a) 

7,868 

16-2-1929 

Great Eastern Loan Co., Ltd. . . 


3927 

(a) 

4,003 

2-1M92G 

Buddhist Trading and Banking Association, 

Ltd, 

1927 

(d) 

3,375 , 

5-10-1923 

Chittagong Commercial Bank, Ltd. 


3929 

(«) 

5,815 

23-6-1919 

Exchange Loan Co., Ltd. 


1920 

Nil 

23,700 

24-6-1921 

Narayangan] Samabay, Ltd. 

Dacca National Bank, Ltd. 


1027 

(a) 

950 

20-9-1921 


3 928 

(a) 

14,354 

22-12-1921 

Agricidtural and Industrial Loan 
Ltd. 

Vikrampore Banking and Trading 
Ltd. 

Co’.,' 

1926 

(a) 

12,256 

13-7-1925 

Co., 

1926 

(a) 

8,172 

10-11-1925 

Bikrampore Banking and Loan 
Ltd. 

Co,, 

3 928 

(a) 

8,919 

15-2-1926 

Lesraganj Bank, Ltd. 


3 928 

(a) 

7,448 

15-2-1922 

Agricultural and Piscicuitural 

Ltd, 

Mahaluxmi Industrial and Trading B 
Ltd. 

Co.‘ 

1928 

(a) 

8,606 

21-4-1927 

ank, 

1929 

10 

5,000 


(a) Information 
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Deposits. 

Beserve 

fund. 

Working 

fund. 

Total 

loans. 

Invest- 

ment 

in 

Govern- 

ment 

securi- 

ties. 

Cash in 
hand 
and 
witli 
bankers. 

Short 

term. 

Interme- 
diate and 
long term. 

Miseel- 

laneoiLs. 

Total, 

Rs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

Bs. 

14,279 

16,466 


31,195 

5,143 

48,838 

40,447 

2,189 

8,832. 


24,287 

3,683 

27,970 

3,474 

38,721 

38,178 


1,082 

^ 7,873 ', 

21,660 


29,533 

327 

40,393 

31,612 


11,790 

7,419 

. 22,625 

575 

30,519 


35,494 

24,960 


1,893 

13,090 

5,296 

6,500 

24,892 

261 

39,512 

24,529 


13,622 

2;956 

8,931 

9,751 

21,638 

976 

28,414 ' 

25,068 ' 


6,513 

2,787 

21,693 

25 

24,505 

970 

40,165 

35,818 


2,362 

1,489 

15,658 


18,354 

3,909 

44,763 

48,755 


3,962 

3,447 

4,657 1 

4,870 

12,974 1 

, . 

27,974 

64:276 


19,209 

2,842 

23,659 i 

350 

26,851 ' 

580 

46,761 

39:234 


12,776-' 

20,277 

15,128 

151 

35,556 

2,742 

46,298 

34;475 


13,791 

7,034 

■ ■'15,672 


22,706 ; 

130 

36,296 

27,894 


10,792- 

6,075 

. 19,413 

123 

25,611 


33,376 

36,387 


1,646> 

8,763 

17,081 

138 

25,982 

115 

33,458 

31,184 


4,932 

1,795 

. 22,263 

899 

24,957 

.... 

30,786 

19,126 


12,989-' 

3,300 

5,574 

500 

9,374 


29,262 

33,815 


5,982. 

3,422 

... 11,783 

200 

15,405 



43,794 


4,468- 

1,046 

■ ■■ .,15,138' 

636 

16,820 


28.045 

24,134 


3,469 

4,019 

31,016 ! 

6,900 

41,935 


49,706 

45,617 


7,676- 

300 

20.989 

1,458 

22,747 

. . 

32,791 

24,816 


7,057 



6,969 

24,329 


42,463 

41,805 


3,090' 

4,958 

26,391 


31,349 

2,292 

40,951 

38,583 


3,342 

17,634 

17,220 

981 

35,835 

3,200 

43,810 

45,477 


4,425 

3,75,938 

11,63,831 

3,66,338 

19,78,219 

1,13,971 

29,04,292 

j 26,22,859 

3,279 

3,79,553 


not exceeding Rs. 25,000. 


(a) 

(a) 

(a) 

68 


4,501 

2,560 


94 

321 

3,066 

3,387 

. . 

12,607 

8,636 


2,086 

1,537 

119 

1,656 

4,500 

21,778 

21,518 

. . .'■ 

2,889 

36 

5,244 

52 

5,332 


5,875 

3,713 


2,084 

(«) 

(a) 

(a) 

2,096 

. , 

8,036 

7,688 

■.. . . 

1,240 

1,533 

11,835 

1,088 

14,456 

354 

22,581 

15,768 

■■, . ■'^ ' 

2,708 

914 

3,901 

295 

5,110 


7,765 

6, 526 


1,603 

1,665 


10 

1,675 


2,770 

■ 376" 


1,622 

2,821 

4,500 

2,730 

10,051 

200 

22,387 

22,407 


3,408- 

442 

3,240 


3,682 

636 

18,296 

17,272 


3,618 

7,560 

7,760 


15,320 

524 

18,579 

18,500 


2,936 

14,671 

3,832 

6 

18,609 

125 

24,634 

14,006 

■■ 

■'". "=12,356" 

3,687 

1,054 


4,741 


14,076 

12,032 

. ■■, ; 

4,104 

27 

9,555 

811 

10,393 


16,993 

14,462 


,■3^370.;..' 



' 1,274 

1,274 


3,315 

2,723 


"■'■677"".', 

1,814 

3,668 

1,000 

6,482 

750 

13,530 

7,894 


6,351 

20 

7,525 

1,026 

■■ "8,5-71'. 

1,700 

24,045 

21,692 


4,067 

2,599 

4,936 

30 

7,565 


12,540 

12,670 


2,050' 



371 

371 


3,655 

3,160 


374“ 

180 



180 


4,715 

3,390 

",■- 525 ■,■ 

1,024 

(«) 

la) 

la) 

282 

1,039 

16,822 

12,161 


'.■161 

466 

1,038 

66 

1,570 

533 

9,971 

i 9,054 


2,275- 

221 

2,350 

111 

2,682 


6,685 

4,476 

■' ■'■.■',."'■■■,■ 

■ ■■',' 422. 


1,343 


1,343 


4,718 

7,140 


477 

1,685 

3,300 

1,191 

6,176 


11,991 

: 14,835 ' 


4,282- 

(a) 

(a) 

(a) 



23,700 

■8,434'. 


211 

(«) 

(a) 

ia) 



950 

■ 492 :", 


390- 

2,000 

414 

*2,414 


16,708 

13,959 : 


2,721 


165 

165 


12,421 

, 4,923; 


272. 

. . 

. . 

2,404 

2,404 


10,576 

''"/■■■"■ "■■■■ 375 : j 


a,797''';;: 

633 

2,880 


3,513 


12,432 

11,628 


1,032 

923 

2,131 


3,054 


10,502 1 

8,524 



1,094 

3,376 

1*433 

5,903 


14,509 1 

4,880 


1,721 

^,192 

7,957 

708 : 

9,857 ; 

■ •* 

14,857 

5,261 


5,904 


not available, 

















185 Faridpiir . . 26-8-1.911 Baharpur Bank, Ltd. 

:86 Faridpur . . 10-4-1916 National Loan Company, Ltd. . . 

87 Faridpur . . 17-5-1920 Kartikpnr Samal)aya Ltd. 

88 Faridpur . . 26-5-1920 Standard Tea Company, Ltd. . . 

89 Faridpur , . 30-9-1921 Eastern Cotton Industrial and Bank, Ltd. 

40 Faridpur .. 15-2-1924 Khankhanapur Bank, Ltd. 

41 Faridpur . . 18-9-1925 Orakandi Loan Office, Ltd, 

-42 Faridpur . . 7-10-1926 Bhanga Public Bank, Ltd. 

43 Faridpur . . 18-9-1928 Gopalganj Loan Bank, Ltd, 

44 Jalpaiguri 29-6-1 9'25 Victoria Bank, Ltd. . . 

45 Jessore , . 25-6" 1919 Magura Loan Co., Ltd. • v . , 

46 Jessore . . 30-6-1920 Kasipur Banking & Trading Co,, Ltd. 

47 Jessore . . 18-12-1920 Magura Bank, Ltd. . - , 

48 Khulna .. 19-6-1922 Khulna Lakshmi Bank, Ltd. 

49 Muxshidabad 3-4-1928 Nehalia Loan Office, Ltd. 

.50 Myinensingh 3-2-1921 Pioneer Trading Bank, Ltd. . . 

51 Myniensingh 29-4-1921 Kalkini Loan <Sj Trading Co., Ltd. 

52 Myrnensingh 25-8-1921 Tangail Industrial Bank, Ltd. . . 

53 Mymeiisingh 12-2-1925 Karma Loan Co., Ltd. 

.54 Myinensingh 9-12-1925 Barmut Loan it Commerce Ltd. 

,55 Mymeiiisngh 26-1-1926 Sribaradi Loan Office, Ltd. .. 

46 Myniensingh 21-4-1926 Kondua Mohanganj Loan Offic^ , 

57 Myniensingh 4-9-1926 Shyampiir Nawanagar Loan Office, Ltd. 

.58 Mvmenaingh 8-10-1926 Nayanafiar Loan Office, Ltd. . . 

69 Mvinensingh 10-11-1926 Dewanganj Oriental Bank, Ltd. 

-60 Myniensingh 24-11-1926 Puthimari Bank, Ltd. 

51 3Jyniensingh 9-12-1926 Hatiya Loan Office, Ltd. 

62 Myinensingh 20-12-1926 Bhelamari Loan Office, Ltd. 

-63 Myniensingh 21-12-1926 Mukhudpur Loan Office, Ltd. 

•64 Mymenshifih 12-1-1927 Purbadhala Loan Office, Ltd. 

65 Myniensingh 19-2-1927 Husaainpiir Loan Co., Ltd. .. 

66 Myniensingh 11-3-1927 Bengal Mercantile Bank I'fe Trading Co., Li 

67 Myrnensingli 2-6-1927 Haluaghat Loan Office, Ltd, 

68 Myinensingh 15-5-1927 Mohhamkole Union Loan Office, Ltd. 

69 Myniensingh 16-5-1927 Thury Loan Office, Ltd. 

70 Myniensingh 4-7-1927 Kamdebbari Loan Office, Ltd. . . 

71 Myniensingh 20-12-1927 Tangail Popular Bank, Ltd. 

•72 Myinensingh 2-2-1928 Kuudabari Jlescrve Bank, Ltd. 

73 Myniensingh 16-3-1928 Phulpiir Bank, Ltd. 

74 Myinensingh 28-5-1928 Chaiulrakoiia Lakshmi Narayan Bank <%: 

Loan Office, Ltd. 

75 Myniensingh 19-7-1928 Pathershi Loan Co., Ltd. 

'76 Myniensingh 1-9-1928 Bhuapur Loan Oifice, Ltd. 

77 M'yenmsiagii 10-11-1928 Sree Durga Loan Co., Ltd. 

78 Myniensingh 21-12-1928 Lasnianpur Goiir Nitai Bank, Ltd. 

79 Myinensingh 25-1-1929 Sidhuly Loan Office, Ltd. 

■80 Myrnensingh 3-3-1929 Nayankola Popular Bank, Ltd. 

.-81 Myniensingh 1-11-1928 Kiisthia Banking Trading Co., Ltd. 

82 Noakhali . . 29-11-1928 Sandvip Popular Bank, Ltd. 

83 I^abiia . . 25-8-1921 Ghatabari Baoikhola Banking & Trading Co., 

■ Ltd. ■ ■■ . ■ ■ .. ■ 

,84 Pabna . . 4-4-1922 Chatniohar Loan Office, Ltd. 

,85 Pabna . . 14-1-1924 Bhatbera Trading <& Banking Co., Ltd. 

86 Pabna . . 11-7-1925 Satsang Bank, Ltd. . . 

,87 Pabna . . 4-12-1925 Haturia Bank, Ltd. . . 

88 Pabna .. 6-U-[927 Dogachi Saidpur United Bank, Ltd. 

89 Pabna . . 5-8-1927 Khadali Bank, Ltd. . . 

90 Pabna , . 7-9-1927 Bitlai Industrial & Agricultural Bank, Ltd. 

.91 Pabna . . 9-S-1928 Dilpashar Industrial Bank, Ltd. 

92 Bajshahi . . 13-8-1921 Belgharia Commercial Bank, Ltd. 

93 Bajshahi . . 27-9-1927 Kalani Peoples Bank, Ltd. 

94 Bangpur . . 27-2-1920 Haripur Loan Office, Ltd. 

95 Bangpur . . 8-1-1921 Tajhat Loan Office, Ltd. 

96 Bangpur . . 17-2-1921 Falia Banking Trading Store Co., Ltd. . . 

97 Bangpur . , 30-1-1924 Kamarpara Bank, Ltd. 

93 Bangpur . . 6-7-1925 Nilpiiainari Kamala Bank, Ltd. 

90 Bangpur . . 21-10-1925 Kurigram Bazar Bank, Ltd. 

LOO Bangpur . . 12-6-1926 Kakina Loan Office, Ltd. 

101 Bangpur . . 25-6-1926 Vaisya (Sutradhar) Banking & Trading Co., 

Ltd. 

.102 JElangpur 31-6-1926 Bhitarbanda Loan Go., Ltd. 

103 Bangpur . . 4-10-1926 Jumarbarx Bank, Ltd. 

.104 Bangpur . . 23-12-1926 Mogalhat Loan Office, Ltd. 

,105 Bangpur . . 14-3-1927 Tulsighat Bank, Ltd. 


(a) Information 
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District. 

Date of in- 
corporation, 

Kame of the company. 

Year of balance 
sheet. 

106 Eangpiir . . 

2-4-1927 

Palasbari Bank, Ltd. 

1928 

107 Eangpur . . 

21-5-1927 

Eangpur Commercial Bank, Ltd. 

1928 

108 Eangpur . , 

10-8-1927 

Sashkandar Jotedar Banking & Trading Co., 

" Ltd.' ' 

Alamnagar Bank, Ltd. 

1928 

109 Eangpur 

23-8-1927 

1928 

110 Eangpur . , 

3-9-1927 

Alamnagar Union Loan Office, Ltd. 

1928 

111 Eangpur . . 

2-3-1928 

Do mar Loan Office, Ltd. 

1929 

112 Eangpur . , 

4-5-1929 

.Tumarbari Banking tfe Trading Co., Ltd. 

1929 

113 Tippera .. 

23-12-1912 

Brahmanbaria Coronation Bank, Ltd. 

1927 

114 Tippera . , 

27-9-1924 

Comilla Isiama Bank, Ltd. 

1929 

115 Tippera . . 

' ’ 116 Tippera , , 

16-4-1925 

Kabinagar Banking & Loan Co., Ltd. 

1928 

14-12-1926 

Chelikhola Model Bank, Ltd. .. 

1928 

117 Tippera .. 

15-12-1926 

Tripura Popular Bank, Ltd. , . . . 

Comilla Model Bank, Ltd. 

1928 

118 Tippera .. 

4-2-1927 

1928 

119 Tippera 

11-3-1927 

Kalikatcha Chaksher Moslem Bank, Ltd. . . 

1928 

120 Tippera .. 

16-6-1927 

Brahmanbaria Banker’s Union, Ltd. 

i 1928 

b 121 Tippera 

28-10-1927 

Konda Loan Co., Ltd. 

; 1928 

i j 122 Tippera .. 

9-1-1929 

Ashuganj Sobhania Commercial Bank, Ltd. 

GEA^iD TOTAL (Class YIl) . . 

1929 

i . , 

1 
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Short 
' terra. , 

Dep( 

Interihediate 
and long 
'terra. 

)sits., 

: ' : Miseel-. ' 
laneons. 

Total. 

Beserve 

fund. 

Working 

fund. 

Total 

Ioans._ 

Invest- 

ment 

■ ■■ in ■/, 

Govern- 
■ raent 
securi- 
ties. : 

Cash in 
hand 
and 
with 

bankers.. , 

Es. 

, E3. 

Es. 

Es. 

Es. 

Es. 

Es. 

Es.,„ ^ 


2,334 

9,475 


11,809 


16,239 

15,876 


1,540 

7,602 

10,929 


18,431 


20,436 

16,087 


4,641 

777 

5 


782 


4,134 

4,263 


250 

10,183 : 

9,657 

1 , . ■ 25' 

19,865 


2.3,965 

I 22,554 


2,792 

3,000 

16,862 

> 201 

20,053 


23,847 

16,643 


8,227 

1,457 

16,209 

1 . ' 327^ 

17,993 


21,018 

16,942 

! ! ! 

6,240 


454 


1,954 

1,500 

8,372 



634 

• » 

. . 

. ^287 

4,287 

2,176 

16,806 

16,838 


3,221 

1,019 

3,510 

. . 

4,529 

892 

20,880 

23,918 


1,516 

2,035 

4,686 

2,383 

9,104 


19,320 

16,404 


2,698 

454 


7,580 

14,853 

1,759 

22,355 

20,100 


777 

57 

9,631 

2,974 

12,662 

250 

18,852 

16,770 


2,835 



5,096 

6,096 

. * 

9,256 

7,636 


1,664 

120 

« « 


120 

• • 

5,410 

4,959 


175.. 

(a) 

(a) 

(a) 


129 

8,666 

12,311 


771 

1,141 

2,147 


3,288 

695 

11,479 

10,414 


1,090 




3,004 

.. 

4,866 

4,400 


217 

2,10,985 

5,25,938 

1,22,776 

8,80,135 

1 39,092 

16,83,481 

'13,65,591 

975 

2,57,280 


not available. 










APPENDIX Vlil. 


Denerai Quastlonnaira reeeivod bat iiat printii. 

I. — ^Burdwan Division. 

(I) District Burdwan* 

1. Mr. S. M. Bhowmick, M.A., b.l., S. D. 0., Katwa. 

2. Mr. P. N. Ghose, Circle Officer, Raniganj. 

3. Mr. Dwijapada Chakrbarty, Kagram. 

4. Rai Sahib A. C. Chakrabarty, President, Union Board, Gobindapnr. 

i5. Mr. Aswini Kumar Roy, President, Union Board, Krishnadebpur, Kalna 

6. Mr. Chedilal Marwari, Merchant, Dubrajpur. 

7. Mr. Narayan Das Sarkar, Raipiir. 

8. Mr. S. B. Chatterjee, Dubrajptir. 

9. Mr. Sheik Jalani, Member, Local Board, Rampnrhat. 

10. Mr. Dharani Dhar Mnkherjee, m.a., b.t., Secretary, Kalhati 

Central Co-operative Bank, Nalhati. 

11. Mr. Pasnpati Mandal, P. 0. Moilarpur. 

12. Mr. Bejoy Chandra Sarkar, Ernahar. 

13. Mr. Abdul Aziz, Paikpara, Nalhati. 

14. Mr. Md. Sagore, Moureshwar. 

15. Mr. Achyutananda Sarkar, President, Union Board, Muhammad- 

bazar. 

(3) District Banhura, 

16. Mr. Sarat Chandra Chatterjee, President, Union Board, Palasdanga. 

(^) District Midnapore, 

17. Secretary, Ghatal Central Co-operative Bank, Ghatal. 

18. Mr. Khirode Chandra Das, b-b.. Pleader, Contai. 

19. Mr. P. G. Krishnan, g.m.c.a., District Agricultural Officer, Midnapore. 

20. Mr. S. 0. Chatterjee, Deputy Magistrate, Midnapore. 

(5) District Hooghly, 

21. Mr. Kesab Chandra Sen, President, Union Board, Hooghly. 
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IL— Pkesidekoy^ BmsioH. 

(1) District 24-Pargan(ts* 

22. Eai Saheb Surendra Natb Ghose, Chairman,' Local Board, Barasat, 

23. Mr. S. F, Mirza, Snbdmsional OfScer, Barasat. 

24. Mr. Sasi Bhnsan Bannerjee, MadruL 

{2) District Nadia. 

25. Mr. Mritunjoy Acharyya, Chairman, Local Board, Chnadanga. 

26. Mr. R. Chakravarty, Knstia. 

27. Mr, A, C. Bose, District Agricultural Officer, Nadia. 

28. Mr. H. R. Sen, Subdivisional Officer, Ranaghat. 

29. Mr. S. P. Sarkar, Subdmsional Officer, Chuadanga. 

(3) District Murshidabad, 

30. Mr. Bisweswar Roy, Zemindar, P. O. Khagra. 

31. Mr. Dwijapada Chatterjee, Secretary, Central Co-operative Bank, 

Jangipur. 

32. Mr. Bidhu Bhusan Bagchi, President, Union Board, Shibpur, Nabagram. 

{4) District Jessore. 

33. Mr. Nur Mohammad, Muktear, Narail. 

{5) District Khulna. 

34. Mr. Karunamoy Mitra, Subdivisional Officer, Satkhira. 

35« Mr. Ramanath Raha, President, Union Board, Khulna. 

III. — Dacca Division. 

(1) District DcLCca. 

36. Mr. Srinath Roy, Pirpur, Raipura. 

37. Mr. Madan Mohan Saha, b.l., Superintendent, Dacca Nawab Estate, 

Attia (Jamarki) Circle. 

38. Mr. Abu Nasar Saidullah, Director, Muslim Banking and Trading Coy., 

Ltd., Ghorasal. 

(2) District Mymensingh, 

39. Mr. Osman Uddin Sarkar, President, Union Board, Tangail. 

40. Mr. Jogesh Gobinda Mazumdar, President, Union Board, 

Gharinda, Tangail. 
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(3) District Faridpur, 

4L Mr. Sailendra Chandra Banerjee, President, Union Board, P, 0. Nagar 
Kandi. 

42. Mr, Mnkhlesar Eahaman, Bajbari. 

43. Mr. N. B, Bagchi, Secretary, Central Co-operative Bank, Gopalganj, 

44. l^Ir, MoMni Mohon Sinha, Gohaliora. 

45. Mr. Gopal Chandra Banerjee, Paridpur. 

46. Mauivi Kafiluddin Mia, President, Union Board, Nadia. 

{4) District BaJcarganj. 

47. Mr. N. Zaman, Secretary, Central Co-operative Bank, Bhola. 

48. Khan Saheh H. Bahaman, Sadar Snbdivisional Officer, Barisal. 

49. Mr. Md. Eshaq Chowdhury, Zamindar, Ulania, Barisal. 

50. Mr. Mohendra Nath Boy Chowdhury, Pleader, Bhola. 

51. Haji Chowdhury Md. Ismail Khan, m.l.a., Barisal. 

52. Mr. Azheruddin Ahmed, Perojpur. 

IV. — Chittagong Division. 

(!) District Chittagong, 

53. Mr. A Halim, b.a., Chairman, Local Board, Chittagong. 

54. Sheik Md. Wajed Ali Chowdhury, President, Local Board, Jaldi. 

(2) District Tipper a, 

55. Mr. H. C. Bose, Subdivisional Officer, Brahmanberia. 

56. Chairman, Local Board, Chandpur. 

57. Secretary, Chandpur Central Co-operative Bank, Chandpur. 

58. Mr. Dwija Das Dutt, Comilla. 

(3) District Noakhali, 

59. Mr. J. P. Chakrabarty, Secretary, Central Co-operative Bank, Gliaumu-. 

haul.- 

60. ]Mr. C. Mukherjee, m.a., Subdivisional Officer, Feni. 

61. Mauivi Syed Abdul Majid, m.a., b.l,, Assistant Settlement Officer-in* 

charge, Noakhali. 

V. — Bajshahi Division. 

(1) District Bajshahi, 

62. Mr. P. Nandy, Secretary, Arani Co-operative Samity, P. 0. Arani. 


(2) District Dinajpur. 


63. Mr. S. C. Banerjee, District Agricultural Officer, Dinajpur. 

'64. I^Ir. Kumad Nath Das, Ilili. 

65 . - Mr. DIgindra Nath Saha, m.a., Sadar Subdivisional Officer, Dinajpur. 

66. Messrs. Siirendra Nath Bagchi and Amiruddin Ahmed Ohowdhiirj;, 

■ Balurghat. 

(-5) District Jalpaiguri. 

67. Mr. Abdar Rahim Khan, Manager, Diana Tea Estate, P, 0. Garron. 

{i) District Rang pur 

68. Mr. Md. Ali Chowdhiiry, President, Union Board, P. 0. Kamadia. 

69. Mr. Upendra Chandra Dutt, Subdivisional Officer, Kurigram. 

{5) District Bogr a. 

70. ISIr. Nasiruddin Mandal, Gopalpiir. 

71. Mr. Muhammad Ibrahim, Secretary, Bogra Central Co-operative Bank, 

Bogra. 

{6) District Pabna. 

72. Mr. Surendra Narayan Chakrabarty, Raiganj, Serajganj. 

73. Mr. W. Ahmed, District Agricultural Officer, Pabna. 

74. Mr. Joges Chandra Bhowmick, Managing Director, Pabna Bank, Limited, 

Pabna. 

75. Maulvi Khaliluddin Talukdar, Secretary, Kawakola Co-operative Credit 

Society, Siraj ganj . 

76. President, Sonarai Union Board, Domar. 

(7) District M alia, 

77. Mr. Gangaram Kiindii, Secretary, Chanchal Raj Central Co-operative 

Bank, P.O. Chanchal. 

{8) District Darjeeling, 

78. Mr. H. L. Dikshit, Secretary, Kalimpong Central Co-operative Bank, 

Kalimpong. 

79. Mr. G. D. Pradhan, Esq., Secretary, Pedong Central Co-operative Bank, 

Limited, Pedong. 

80. Messrs. Ilardeodas Srilall, Bankers and Commission Merchants, 

Eurseong, 
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APPENDIX IX. 

Specimen Satta Patras (Bonds).* 

Specimen No. 1. 

Executed by a ciiltiTator promising to deliver a certain quantity of paddy to 
the creditor within a specified period in lieu of cash loan taken by him. 


PT 

f 

f^N5»s^ ,Wtfs 

wri 5fti=r^ 

’fft 'srtfj? IIS '«=v, fer Itn it?fw w^- 

w Tl%i ooy If*! frtw ^it^fii i jfRiiji ^#srt^ 

iii>r?r ifW iriiiist >iTl ’fW 'sww? irfi’f '^rfijvr sttnj 

jrr?ii .ipf i!t;<i - ^ cijt^tcii ^?ri I initif^sFrif irfw W 

^ irt cw^, ^twtoi? (2l#r5 m tw ??r 

I <i!m«f sffciTM ’iff c®i«ti^i fwTii I ^ iTi? i's®8 im, ^tf?i'?r 

fjttf}- 


* Beceived from Mr. A. G. B, Henderson, i.c.s., District Judge of Myrnensingh. 
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{Translation.) 

In favour of Srijukta (name of the creditor), son of 

resident of village Sonargaon, pargana Alapsing, p.-s., Muktagacha, district 
Mymensingh. 





Whereas I, , son of the late 

, by caste , by occupation a cultivator, resident 

I of Sonargaon, pargana Alapsingh, thana Muktagacha, district Mymensingh,. 

have this day received in cash rupees thrity only from your own funds a® 
I dadan for delivery of thirty maunds of paddy, I execute this paddy paiti patra 

I undertaking to deliver on the 1st Magh of the current year, at your own re* 

I sidence, the abovementioned full quantity of dry Aman Basiraj paddy bjr 

I standard and uniform weight. If I deceitfully fail to deliver the same- 

I quantity of paddy on the said date, I bind myself to pay unto you in one instal- 

I ment the full price of the said quantity of paddy at the prevailing market ratCi. 

Accordingly I have got this ^atti for paddy written on this the 2nd day of 
I Jaistha, 1334 B.S. 

Witnesses. 
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Specifflen Na< 2. 

8^, ^ i 



¥rf-‘n:iil i 


's 3it^ (7(«f ^fsni, jrtf%^ Tfw^ri, 

■^<1 ^tw?rtft I ?RTf5i ■'tiifwt ^T^Tc^r ®(t5rai 'sra 

31? 4j<.-^ ^ C^t”^ SR'l ^5iR ^ ^57 'S RRJT SIC<F RT’f# 

•iwo jji;;t<f ^ 3n:s(j 8 J!“s c^ >v» ^ sf‘1 i 

c^lii srl (?fl tW Rtwlti? ^«t 

%fi1^ ^twtsT m ^5iti 5ti^ \5rj fiff ^»i ^fiiii ^ ^tc® ^-. 

I sTi ^f?il 5i|c^ ntfiir® 

■C^R W3 ^tnf% RfSR R I ^?5[J ^ Jfl^irl 3Rt*fOT rIits 

=^f^ir( ^tf^f5i «r® f^rfSifl fwf^ i ¥Mjt i 


iRf!'— 

3f? ^Rff, 

^cw ^srf^, 

IIT; ^5f1, 


Imfr— 

%w Rt$?r Rt^, 

R? I 

5ft^ ?FtW5r|, 

3^TW?tft I 

^tW5!i, 

'®r‘^ I 




347 


(Translation.) 

Suit .No. "42, 1928.' . 
Third Munsif Court 

Filed 9th January 1928, 
Edshoreganj. 



The Magnanimous and Glorious Sj. Muhammad Abdul Bepari Sahib. 
Written by Sri Sekh Nur Hussain and Sri Mahmud Husain, father late' 
Sekh Chhamir residing in Kajla, Tappe Hazaradi, 

Thus begins the Baykata letter or agreement. We borrow to-day from 
you Rs. 60 (Rupees sixty only) in cash. For the said sum as principal and 
its interest, we shall deliver to you 12 maunds of No. 4 Jute within the month 
of Bhadra of 1333 B. S. If we do not deliver to you the said quantity of jute 
-according to the stipulation, then to the last date of the payment of the whole 
amount, we agree to pay interest at 2 as. per rupee on the value of the said 
jute according to the market rate. If we do not pay by that time you wiU 
be at liberty to realise the money by instituting a suit against us. No objection 
on our part will be valid. After receiving the whole amount in full, we execute 
this Baykata letter or agreement in your house. Thus ends the transaction. 

nth Falgun. 1332 B.S. 


Witnessess : Witnesess : 

Sri Chandra Nath Kapali, residing in Sri Sekh Atar All residing in 

Nyamatpur, Tappe Hazardi. Kajla. 

Sri Sekh Umed Aii, residing in Kajla. Sri Bichuni, residing in Kajla. 

Tappe Hazardi. 

Sri Sekh Mabulla, residing in Kajla, 
Tappe Hazardi. 
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$|Meiin«n. No 3. 


Second Mnjisif Court 
Filed 

28tli October 1927. 
Kishoregani. 


'srfast^, fr$i f$ 5^t«f^irt, «fTir| fw^tl iriTi i ^ 

«rt^ ^ 'srffsf jriwi n«fw mw^. 

#iTi ■^Fl 5is ww-N %lTi c^titi ?l^=i 

C^ f¥5 5lt*( ^ ^1 f^JIlt? (fIftJl 5«>llo 5TfU5 c^ If'l '®Tf^ 5mi 

'sjt^ iRli’T 'sfr’Ht? c^ 'srt’f^ti:^ fipl' mn ft? i ?ft 

iri c?^ ^ ^ c?lil f%#t 'srrtftra w ^ ^ ^‘0 ^?n -sffs 

'Si'ft ?tt? yo '«H?1 ?to( ’?? ¥fti? 'srftrt? ?j i <4^<!f 

^1 ?fwi ’fft?! ftiftfl ft?t? I ^fCRlI s:^ '5T51?m I 

Exhibit No. 1. 

Suit No. 1522 of 1927. 

Produced by... 

On behalf of Plaintiff on 28th October 1927 and admitted. 


Second Munsif’s Court, 
Kishoreganj. 

§l31?’snf 

>.tt Fl^T-sftlt ( 


A. G. E. 

Munsif. 

Date — 16th January 1928. 


■raTf'sftn t 

%?? 

?t*' ) 
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Be this known. 


{Translation, 


Suit No. 1522 of 1927. 


Second Munsif ’s Court. 


Filed, 28th October 1927, 

■ <q 

m 

Kishoreganj. 

m ■ 


<1 


Written to Sri Mnliammad Saral and Sri Muhammad Aripaddin Munshi, 
Kahajans, by Sri Asrab Ali, father late Sekh Ujir Mahmud, residing in 
Charkaonia, Thana Monohardi, District Dacca, this patti letter or agreement 
to sell new Jute. Thus begins the transaction. I have received directly 
from the Mahajans an advance of Rs. 33 (Rupees Thirty-three only) in cash 
on the security of next jute crop. For that value I shall deliver without 
any objection 16 maunds and 20 seers of fully dried jute at the rate of Rs. 2 
per maund in the month of Aswin next. If I do not deliver it, interest will 
run up to the date of payment at the rate of one anna per rupee per month 
on the value of the jute at the market rate at the time of sale. For this, I 
execute this agreement (Patti letter) for selling jute. Thus ends the 
document. 


4th Argrahayan, 1327 B.S. 

Exhibit No. 1, 

Suit No. 1522 of 1927. 

Produced by 

on behalf of plaintiff on 28th October 1927. 
and admitted. 

Sd. A. G. R., 
Munsif, 

16th January 1928, 
2nd Munsif ’s Court, Kishoregang. 


Writer : 

Muhammad Asiruddin, 

residing in Charkaonia. 


Witnesses : 

Ayub Ulla, residing in Charkaonia. 
Sekh Bande Ali, residing in 
Charkaonia. 
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APPENDIX X. 

Specimen Hundis and other Documents used by Indigenous Bankers. 

Specimen No. T, 

[Obverse.] 

5f5!t5T? ;£|| ^TfJ at® CSJt; SW-j 

. 

t!% 5!4 I 

[Reverse.] 

^:rtJi <stif5^5rf5 c^W^r 


[Obverse.] 


{Tramlation,) 


May Sri Hari belp ns. 

No;':.: 

(The firm of tlie) late Jagabandbu Sen Poddar 
begs to inform you this day 
Sj. ' of Dacca 

Rupees (in words) 

immediately after the receipt of this in Calcutta, please pay the above amounfc 
to ' ■ 

or order 

This day 1336 B. S. 

-[Reverse.] ' ^ ' 

To 

Most Blessed 

Sriman Prasannakumar Sen Poddari. ; . 

Calcutta, Burrabazar, 

14, Sibtala Street. 
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Specimen Ko. 2. 






'srff^/'stiTrai '$rf<iTrf?/^Wiw?( fwi «iwj^t?t i£i«rfJ5 

I ^’ffJT/'srWJiTft 'S'W CTtistCT 
w?l 1wl cw® I |^— 


(TTf^fsr 


{Translation.) 

(Note of Assignment.) 

To 

(Address) 

I/We have this day received here Es. with an order 

on your behaK. You will please take back the said amount by presenting this 
letter with your endorsement on its hack from Gadi at 
Thus ends this document. 

Signature 


Address 
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Spacimen No. 3, 






E 

tf' 

ivr 

r 


ivT 

to 

(g 

K/ 

m 


w 

IS 


00 

1^ 

{?J 

tV 


F 

F 

VJI 

I5r 

f 

1^ 


tc?r 
; +— 

(§ 

€ 

K/ 

ICV' 

o/ 

Is/ 

o 

■V— 

IT 


o 

o 

o 

s 

yV 


^rs >,o »o^ ti)^ *ff5 

’f® f%f<r I <^«rixJT sitwi? 'Si'w^it’f flft ^a c?lw 

cm '4fT>i ^ir car® 1%§ sn^istl^rl 

?ii<s, ^ ^tfiiw fwfj ’’jri ?if%f C5i«rtt^1 ^1 

^f?i5!tsi I t1%— iot ^t^t?, ^ ^'S'sa C^rt^fTHr I 


^a, ^JTf?|5Fr at^, I 


U' 

£ 

£ 

f^r 

r 

r 

pr 


(£ 

IS/ 


(5- 


g: 

(5- 

f 




g 

/% 


/l^y' 

•ts» 

/» 


tt'^l ifwi } 

^sltwtsi fNl^, 

st SiH'l, 5W -iwwe JftcT I ' 

Note. — Eeproduced from Prof. S. N. Lala’s Modero Trade with the kind 
permission of the .author. 
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(TranslaUon.) 

(Muddati Hundi. j 

[Obverse.] 

May Sri Durga protect us* 

Obedient servant Sj. Hari Charan Das 
Begs with many salutations to inform you 

That a hundi for Rs. 1,000 double of Rupees Five Hundred (Rupees One 
thousand only) is issued upon you from this place. The amount has been 
deposited here by Sri Amamath Basu. The Muddat is 25 days, and the grace 
is 3 days, i.e., in all 28 days. On the receipt of this Hundi, you please accept 
it and pay the sum to a person with credit on due date after the Muddat, and 
take receipt on the back of the Hundi. This is the prayer to your auspicious 
feet. Thus ends this Hundi, 

10th Ashar, 1335 B. S., Monday. 


o 

u 

:g 

§ 


■ 4* 


O fj 

i . 

§■ 

o-' 


'S' ': 

a .1 ^ 
^ a- 




' 

O 

0(2 

0> 

o 

P4 

0'' 


^ ft W P5 


OD 


[Reverse,] 


25 rS 

12 c^5 

OD 

o3 

fl 

OQ 

W g . 

o -S 




1 

■lO 

CO 

CO 

•SI 

ed 

r-4 

^ s 
s ft 

o 

<D 

§ 

<1 


hD 


S o 


,iO; : 


f-H 

ccJ 




To 

The auspicious feet of the most Honoured 
Sj . Babu Jnanendra Hath Das 
15, Harrison Road, Calcutta. 

Received the full amount of this hundi from Babu Jnanendra Nath Das* 

Ramlai Hiralai 
9th Sravan 1335 B. S, 


355 


{Transliteration , ) 


Speeimiii 4 


[Obverse.] ■ : 

Htindi lent Bheja Amad 
Haji Sale Muhammad 
Bhai Sahaiilal Mnnsilaljoga 


(Darsani Hundi.) 

Hrnidi lani bheja 
Sohanlal Munsilal 
Jog Thakurdas Agyaram 


SriHari. 

Motilal Parmananda Wardha. 

No. 426 

D / Parmananda ka Hundi likhe Mujab sakardena 1"" Siddha Sri Kalkatta 
Bandar subhasthane Bhai Sitalprasadji Kharag Prasadji Jog Sri wardha se 
likhi Motilal Parmananda ken Sri Jaygopal Banchijo uparancha Hundi Nag 1 
Ru 500 — Akhare Rupia Panch sauka neeme rupia Arhai sauka Duna Pura ithe 
Rakhya Amad Sale Muhammad Kachhi Pas Miti Magsarbadi 5 Pahuncha 
Turanta Naube shahjog Rupia Company Chalan ka Dijyo 1 Sam. 1986 Miti 
Magosir Badi 5 Gurubar Ta : 21-11-29. 

[Reverse*] 

Rs 500— 

Neeme l:a neeme sawasau ka chauguna Pura Ru Panch sau kar Bijyo 

Sd. Thakurdas Agyram 

Hundi Bharpaya Sibkumarsmgh 
Ta. 26-11-29. 

Magasarbadi 10. 


I'" Bhai Sitalprasad Kharagprasad jog 
No. 30 Burtolla Street, Calcutta. 
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{Translation.) 

Sobanlal MiinsMal sends - 
Thaknrdas Agyaram to receive 
the value of the Inindi# 


SriHari 

' Mati Lai Parmanand Wardha. 

No. 426. Please accept according to writing in the Hundi of Parmananda 

In the prosperous, beautiful and auspicious port of Calcutta, to honoured 
brother Sital Prasad Kharkprasad written from Wardha by Moti Lai Parma- 
nanda w^hose greetings (Jay Gopal) you may be pleased to accept. Further, 
one hundi for Rs. 500 in words rupees five hundred, full twice of Rs. 250 is 
drawn in favour of Ammad Hazi Sale Muhammad Kachhi on the 5th day of 
Magsir Badi ; immediately on the arrival of this hundi, you will (please) 
pay the amount thereof in current coin of the Company to. the presenter 
after ascertaining his respectability. Sambat 1986, 5th day of Magsir Badi, 
Thursday, dated 21/11/1929. 

[Reverse.] 

K«.500 

half of half Rs. 125 four times of which Rs. 500 

Sd/ — ^Thakurdas Agyaram. 

Received the full amount of hundi 

Sd/^ — Sib Kumar Singh 

' D.' 26 / 11 / 29 : :''v 
MargasirBadi.lO ■ 

Brother Sitalprasad Kharkprasad 

No. 30, Bartola Street, Calcutta, 


[Obverse.] 

Haji Sale Muhammad sends 
brother Sohanlal Munshi- 
lal to receive the value of the 
hundi. 
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Specimen 5, 

Muddati Hundi. 

(Trmislitemtion.) 


Sri Ramji 

Siddlia Sri Kalkatta Subhasthane Bhai Sree Nathiiram Bholaram Jog 
LekM Bikaneer Se Tulsiram Rampratap ka Jaygopal Bancheo Uparanch 
Hundi Kitta ak rupaiya 400aiikan rupaiya Charsoka neeme rupiya do so ka 
diiiia jjura athe rakhiya Ram Chandra Ramgopal ka pas miti Mahag Sudi 15 
Panaro Se mud at din 15 panero piche sahajog rupaiya Company chalanka 
dena:, Sambat' 1986. ' 

Sd/~Sampat din 


{Translation) 

In the prosperous, beautiful and auspicious town of Calcutta, to brother 
Nathuram Bholaram written from Bikaneer by Tulsiram Rampratap whose 
greetings you may be pleased to accept. Purther, one piece (Kitta) of hundi 
for Rs. 400, in words rupees four hundred, twice of rupees two hundred full, is 
drawn in favour of Ram Chandra Ram GopoaL 15 (fifteen) days after the 15th 
day of Magh Sudi you will (please) pay the amount thereof in current coin of the 
Company to the presenter after ascertaining his respectability, 

Sambat 1986. Sd/— -Sampatdin. 


SpeGlmQ!! No. 6. 

Purja. 

{Transliteration.) 

Bhai Sri Nathuram Tekal Chand se likhe Bhuramal Gopinath ka Ram Ram 
Banchiyo iipranch Ru 500 Akhre Panch So tumhare pas liya jekara beyaj dar 
6 as hisab bhejachh so iaileja Rupaiya jamadarne diadejo miti 30 ko karochee 
1986 sal miti Mahag. 

Dastkhat 

Sd/ — Sawanlal Nahata. 


(Translatimi) 

Honoured brother Nathuram Tekal Chand be pleased to accept the greetings 
(Ram Ram) of Bhuramal Gopinath. Further Rs. 500, in words rupees five 
hundred, is being taken from you, the interest on which at the rate of 6 as is 
sent herewith. Please accept it and pay the money to Jamadar, dated 30th 
day of Magh 1986 Sal. 


Sd/ — Sawanlal Nahata. 
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APPENDIX XI. 

S^eimens of some Documents used by a loan office in granting loans. 


-efTsfrir 



Specimen Nos 1 
Haadi. 




tftWCTtr 


'©I? 


5'0 ^ 


i© JR 




fef¥l «1^^SF I Rt’llR ^fifTR'R 


'sirfq ;^sri5l^ C^IR 'STTfipT ^5 

f?5( w ^ ^ RtfwF ^ 'srtfwi^ 'srtw'l^ fwc^ I ^ 

^ ^ JTl ^ W ^ §W >tflC*lts( 

'5'©^ ^ “f'SWl (2tf^ feiR Sdtl ^ (?!tR 'slTf^W 

■fe^ ; f%l fk^ C2t*!t5! ^ ^ RfSR fkm ^ 

>2ff% f3»t fej Ri fwl ^1 feR I 






5|tS1 
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[Translation) 

Jamalpore Loan Office, Limited, 
Office at Town Jamalpnr. 

(Date Oil wiiicli the loan is promised to be repayed) (Date on which the 

loan is taken) 

.To , 

— — — — —(Name) ■ 

(Address) 

I take on loan from the Jamalpore Loan Office Ltd., a sum of Es. . You 
promise to pay wdthin days from date the said sum to the said Office or 
order. If the said sum be not repaid on or before the said date, then you shall 
pay to the said Loan Office interest at the rate of per cent, per every thirty 
days after that date for the period during which loan is not repaid ; but if the 
interest be paid in advance on or before the first day of every days, you 

shall instead of paying the interest at the rate of for every thirty days 
pay it at the rate of 

(Address including thana and district) (Name) 


(Father’s name) 
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Specimen No. 2. 

Promissory Note. 

§1 

r.’H 

JTIt «T? 

cIjh fs«Ti 

'srflwfsf ^ C¥f’^tt%f 

3r^»ti^ ^rfaws 5[; few 

w lf%?l 'sifWi <??, 

>(^?r TOt5i5!i:^“WRi (2fT% 'So fe 

few I 'sra s^cjrtfe <i3i 3i"*iw ^rfwi 

fifsiwi tf^— 
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{Translation) 

Messrs. The Jamaipore Loan Office, Ltd. 

Registered Office at Town Jamalpore. 

^ W by 
Father’s name . . 

Caste 

Profession 

Residence 

Pergana 

Station 

District 

MTiose handnote is this and the transaction commences thus : — 

Having received in cash to meet my requirements directly from the funds of 
the said Company at its office at through Mr. I promise 

to pay on demand the whole sum with interest at the rate of Rs. per 

every thirty days as fixed by the resolution of the Directors of the Company at 
their meeting held on the 7th Pous, 1323 B.S. to this effect I hereby execute this 
handnote. Here ends this document. 


(Signature) 
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Specimen No. 3. 

Simple Bond. 


«rnrtw^^^; 'sra ^ c^t^% 

W cstR 'srffwra '§lf§5 

^TsIWS sj; ^ ;?5f5f ^pf?n ’Ttt^ I 

^^t?( =^1? oo ^Wm 0m 

^Ft^lW f^^l ^ti3(?f ^slt^ 'sra ^sff?, 

Jtc^i 5iti iiTisiT "sw 'srtfffi 

^sif%®o 3n:?fT “iwft <2t1% 

««. iro ^ii/o %t^1 a^^l 3^totf%3T^% ^5f<Ttl^i 1%;^ ^srt^ 5n:5(T 
m "51^1 fW^ ^T?f W C^1*^t^ <2!^^1%S ^<=tf«5 :^jf*r 'Sf^'l 1 

f^51 'STTf'^r^ 'Sr^r C^t^T ^Wsl ^nf% eiTf j ^Icw ^ i "51^1 
^tts mjif ^rrro ^1 ^fwin 'stom® iitfr'i ^?i®? sir^f =sw 

'srtw't^ w 's '®tft Tf^?r '^sf^Tt!, c^'iTfl, '*^1^ 

sjt?f <it5r1% cwH®i C!g;W 'srfpfH ^fwl ^tr® i 

'51^^ '?f^ ?^5r ?it?[f% 05^11::^ C3i5t^ 

fW^tSf ! 'ilt ?iTiri% tSTWi^^T 

^^Tsl1 G35t¥ f^^lfs! ^?i1%:® ^tc® Tl 'Slffl'-rl^ 

^T^Ilt'S C^fJT ^^11% 5tt^J I ■•‘iltef S 

^ Sf^.tffjr ^cffsT 1 tf^— 

5T5T ^ 


'tmft 


c®!«rf 
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{Translation) 


Thus begins the transaction. Having received this day directly from the 
funds of the Loan Office through Sj. of the Office 

Rs. Rupees cash on loan to meet some requirement, I 

promise to pay interest at the rate of per cent for every 30 days up to the 
date of the final repayment of the whole amount. The time allowed for the 
repayment of the amount is days from date i.e,, I shall pay off the whole 
debt with interest due thereon For advance payment of interest, I shall 
take a proper ^ cash extract ’ . under the rules of the Company ; no plea of 
payment will be admitted by the Company without this cash extract. If I do 
not pay amicably the amount together with interest due thereon, you will be 
at liberty to realise the w'hole amount with interest, cost of suit, and interest on 
the decretal amount by attachment and sale of all movable and immovable 
properties including raiyati jotes standing in my own name or in the name of 
my benamdars in execution of a decree issued by the Court. Under the said 
conditions I do hereby give my consent to the sale of the lands appertaining to 
my raiyati jotes, and by virtue of this consent you will be able if necessary 
to attach and put up to auction my raiyati jotes, and my heirs, representatives 
and successors in interest shall not be able to raise any objection to same, and 
such objection even if raised will not be valid. To this effect, I of my own free 
will, in sound mind and body, execute this bond. Here ends this document. 

Year date 


Witnesses 


Writer 
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Specimen No. 4. 

Mortgage Bond. 

"Bnl^CSTU C®Tt^ 

1 '“I^?! «!f^ «= %•! 

^tf^J 

w^TTOi 

'5lfST:«t 5!t5 ^ 3Ttl^J ^1 Wim I ^rvra tlTi '*» 
^1 C^t^'S fww 5iWJ »I'«^1 l2tf% 'So .fe^f 

>iiyo >4^ 'SW Ji'?! '®(t5tl ^T« ^-51 I '^vf 'srt’i^ ^wj ^«rj( ct 
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{Translation) 

Thus begins the transaction. I have received this day directly from tlie 
funds of the Company through Sj of the Company 

Rs. Rupees cash in full on loan to meet some requirement. 

The interest will run at the rate of per cent for every 30 days up to the 
liquidation of the full amount. The time allowed for final repayment is 
days from the date of this document i.e. I shall pay the full amount with 
interest on For advance payment of interest I shall get a discount at 

the rate of Re. 1-9-0 per cent for every 30 days or multiple thereof For every 
payment on account of capital or interest, I shall take the cash extract as 
prescribed by the Company ; without it, no plea of payment will be admitted. 
As security of my debt, I do hereby mortgage the properties belonging to me 
as detailed in the Schedule which I enjoy as per details given below. If 
the amount be not paid up amicably, you will be at liberty to realise the whole 
amount with interest due thereon, the cost of the suit, and the interest on the 
decretal amount by attachment and sale of the mortgaged properties in 
execution of the decree obtained in the suit brought for the purpose. If the 
whole amount be not realised in this way, you will realize the balance due to the 
Company by the attachment and sale of other movable and immovable 
properties standing in my own name or in the name of any other person as my 
benamdar or from my body. There is no encumbrance upon this property by 
way of mortgage, conditional sale, chaukani or otherwise. If in future it 
transpires that the property bears any encumbrance or charge or if there appears 
to be any defect or want of title in the property or any part thereof, I shall be 
liable to criminal prosecution and myself and my heirs, representatives and 
sucessors in interest, shall be liable to make up the loss which the Company 
may incur. I shall regularly pay the rent and cesses due on account of the 
mortgaged property. If the mortgaged property be at any time put to 
execution sale on account of arrears of rent and cesses, the Company will get the 
surplus money. If the mortgaged land be acquired by Government the 
Company will get the compensation. The mortgaged property is in my Khas 
possession and will remain so until all the dues are paid up. I shall not be 
able to transfer, mortgage or create any encumbrance or charge upon the 
property or relinquish the same in favour of superior landlord, and if 1 do so, 
it will be null and void. I shall maintain the boundaries of the mortgaged 
properties. 

Ail the stipulations and terms of this mortgage deed will remain binding 
upon me as well as my heirs, representatives, and sucessors in interest. To the 
above effect after receiving the full amount in cash, I of my owm free will and in 
sound body and mind do hereby execute this mortgage deed. This the day 
of . Thus ends the document. 


(Schedule of mortgaged property.) 
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APPENDIX XIL. 

List of eoniiyotliiig Intensive village snrvey anil of tlie villages-^; ' 

surveyed.' 

i^ame. Village. , Police-station, 

District Birbhum* 

1. Rai A. C. Banerjee Bahadur, Chairman, District Sultanpur . . SurL 

T':''' Board. ' / ■' 

2. Mr. Jogesh Ch. Rai, District Agricultural Officer Singur . . Surf. 

3. Mr. All Hossain Bhuiyan, Circle Officer ,, Kagari , . Rajnagar. 

4. Mr. Naresh Ch, Sen, Co-operative Inspector Tantipara .. Ditto. 

5. Mr. Abdul Azim, Vice-Chairman, District Board Sekadda .. M^d. Bazar. 

6. Mr. Abdul BLalim, Co-operative Inspector . . Md. Bazar Ditto. 

7. Dr. U. N. Ghose, District Health Officer, Bir- Matpalsa . • Sainthia. 

bhum. 

8. Mr. Bidyut Kumar Raha, Sub-Deputy Collector Tilpara , . Ditto. 

9. Mr. Sashi Bhusan Chatterjee, Member, District Balijiri Dubrajpur. 

Board. 

10. Mr. Bhupendra JSTath Sen Gupta, Principal, Jaspur . . Ditto. 

Krishna Chandra College, Hetampur. 

11. Mr. Debendra Nath Chakravarty, Circle Officer. Paigora Ken- Khoirasole. 

garia. 

12. Mr. Kshitish Oh. Mitra, Secretary, Central Bank Batikar .. lilamfoazar. 

13. Mr. Abdul Hye, Co-operative Inspector Nanasole .. Ditto. 

14. Superintendent, Village Reconstruction, Sri- Raipur .. Bolpur, 

niketan. 

15. Mr. Jyoti Baran Chakravarty, Circle Officer .. Bahiri Ditto. 

16. Mr. Jyoti Baran Chakravarty, C/ircle Officer .. Gopalpur .. Labpur, 

17. Mr. Tara Sankar Banerji, Vice-Chairman, Union Sahugram , , Ditto, 

Board, Labpur. 

1 8. Mr. Anadi Kinkar Roy, Chairman, Local Board . . Bandar, Fateh- Naniir. 

pur. 

19. Mr. Hari Sadan Mukherji, Circle Officer .. Mohula, Goala Moureswar. 

20. Mr. Kalika Ranjan Mitra, Co-operative Inspector Barsal . . Rampurhat. 

21. Mr. Lalit Kumar Dutt, Peripatetic Weaving Bhatina . . Ditto. 

Instructor. 

22. Mr. Niradbaraii Bhattacharjya, Circle Officer . , Siura . , Nalhati. 

23. Mr, Upendra Nath Roy, Vice-Chairman, Local Simulandi , . Ditto. 

Board . 

24. Mr. Manomohan Barua, Co-operative inspector Laknamara .. Ditto. 

25. Mr. Niradbaran Bhattacharjya, Circle Officer .. Bhadiswar .. Murarai. 

26. Mr. Raj Kumar Singh, Member, District Board Murarai . , Ditto. 

District Nadia. 

1. Mr. Indubhusp Bhaduri, Secretary, Central Jahangirpur , . Krishnagar.. 

Co-operative Bank. ® 

2. Mr. Dinesh Chandra Chatterjee, Inspector of Dhubulia .. Ditto. 

Co-operative Societies. 

3. Mr. Nandalal Bose, Vice-President, Union Board, Plassey .. Kaliganj. 

assisted by Mr. Jyan Ranjan Mukherjee, 

Circle Officer. 

4. Mr. Ramesh Chandra Sinha, Assistant Bhaiuka .. Ditto, 

Secretary, Central Co-operative Bank, 

Krishnagar. 
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Name. Village. Police-station.. 

5. Mr. Nani , Gopal Mitra, Inspector, Co-operative Matiari , . ; Kaiiganj. 

Indnstriai., , .... 

6. Mr, Jnan Kan j an Mukherjee, Circle Officer .. Birpur .. Nakashipara... 

7. Mr. Sachindranatk Adkikari, Auditor, Co- Majhergram Ditto. 

operative Society. 

8. Dr, Hiralal Banerjee, District Health Officer Arangsarisa .. Chapra, 

9. Mr. Murari Mohan Sarkar, District Board Kanabandha Ditto. 

Overseer.' _ , 

10. Mr. Surendra Nath De, Circle Officer, and Mr. Teorkhali .. Nabadwip.. 

',S. .Dutt, ■ i.c.s. "■ ■ . ' . 

11. Mr. Surendra Nath De, Sub-Deputy Collector Nidaya Ditto. 

12. Mr. S, K. Cbatterjee, Assistant Magistrate, Badkuila .. Hanskhali.. 

and Mr. S. N. De, Circle Officer. 

13. Mr. Birinchi Lai Koy, Circle Officer .. Mamjoani ' Ditto. 

14. Mr. Suresh Kumar Mukerjee, Supervisor, Digambarpur Kissenganj.. 

Central Bank. 

15. Collectorate Kanango .. .. .. Adityapur .. Ditto* 

District Bogra. 

1. Dr. Jogendra Chandra Choudhury, Vice- Malancha . , Panchbibi* 

Chairman, District Board. 

2. Bai Sahib Kumud Chandra Das, Merchant, Katanpur . , Khetial. 

President, Union Board, Hiii, 

3. Moulvi Nadirali, Organiser of Local Ganamandal BCatsahar . * Ditto.. 

4. Moulvi Maniruddin Shaikh, b.l,. Pleader, Karimpur . . Ditto* 

P. O. Khetial. 

5. Moulvi Asadulla, President, Mokamtola Union Chakpara . , Shibgunj .. 

Board, 

6. Moulvi Maniruddin Ahmed, Jotedar . , Mohabala . . Ditto. 

7. Babu Binode Gobinda Das, President Union Bhutiapara . . Jaij^urhat.. 

Board. 

8. Babu Anadinath Sarkar, Manager, Jai- Khanjanpur ., Ditto* 

pur Government Estates. 

9. Babu Bijoy Chandra Kundu, Head Master, Keshorta .. Adamdighi* 

H. E. School, and President, Union Board. 

10. . Moulvi Afazulla Talukdar, President, Union Bhikni . , Ditto. 

Board. : ■ — 

11. Moulvi Nabiruddin Talukdar, b.l.. Pleader, Mahismurda .. Dupchanchia* 

son of the President, Union Board. 

12. Moulvi Khorsad Ali Choudhury, Presi- Talora , . Ditto. 

dent, Union Board. 

13. Moulvi Fazlur Bahman, Circle Officer .. Geraii .. Ditto* 

14. Moulvi Bajikul Islam, Inspector, Co-operative Durgapur .. Kahaloe. 

Societies., 

15. Moulvi Baisuddin Talukdar, Headmaster, M. E. Dharampur . . Ditto.- 

Schooi. 

16. Moulvi Habibar Bahaman, B. A., Zamindar .. Malgram .. Ditto. 

17. Babu Jogendra Nath Sarkar, Bai Saheb, Zamin- Malda, Bogra, 

dar. \ 

IS. Moulvi Abdul Bari, b.l., Pleader, Secretary, Joybhoga .. Ditto*. 

Padmapara Central Co-operative Bank. 

19. Moulvi Abdul Karim, President, Union Board . . Saghatia .. Gabtali. 

20. Moulvi Md. Ibrahim, Khan Sahib, Secretary, Chamurgaehha Ditto, 

Central Co-operative Bank, Bogra. 

21. Babu Anath Gopal Sen, b.l,, Mangar, Digha- Rahuadha .. Shariakandi,, 

pati Baj. 
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Name. ■ ■ ■ ■ 'Village. ^ 

"22. Moiiivi Nasimudzzaman Talxikdar . . Bahalgaehcha 

23. Mouivi Muhammad Ibrahim, b.l. . . . , Pinderhati 

24. Mouivi Mowla Bux, Zamindar, President, Dhankmithi , . 

Union Board. 

;25. Babu Gokul Behari Sarkar, b.l., Manager, Taras Kalyani 
■ : Estate. 

BifitrictMymensingk* 

1. Babu Surendra Nath Sen, B.L. .. Pathalia 

2. Babu Kamini Kanta BhattaeTiarjee, B.L. . , Phulbarla 

3. Mauivi Mnmin Uddin Alimed, Secretary, Sarisa- Muibari 

bari Central Bank. 

4. Mauivi Mahammad Hafezuddin , . , , Tarakandi 

5. Mauivi Mahammad Akhtrozzaman . . Krishnapur . . 

‘6, Babu PiiiTia Chandra Ghose, President, Union Bandhal Talki 

Board. 

7. Mauivi Musaraff Hossain, Member, District Islampur 

Board, President, Union Board. (Mouza Jalla). 

'S, Babu Mohini Mohon Banerjee, Circle Officer . . Napiterehar . . 

(Mouza Sharma. 
ra) 

Hai Sahib Akhay Kumar Sen, Manager, Gouripur Chakdaha 
Estate.' ' 

10. Baba Agniswar Koy, Muktear . . , . Melandaha 

11. Mauivi Beaz Uddin Ahmed, Secretary, Madar- Balijuri (Ba- 

ganj Central Bank. lathbhara). 

12. Mauivi Rafat Uddin Talukdar, President, Union Fazilpur 

Board. 

13. Babu Himangsu Jyoti Mazumdar, Circle Officer, Sapmari 

Sherpur. 

14. Mauivi Jamsed Ali, President, Union Board . , Kamaria 
;l.5. Mauivi Naziful Haque, Supervisor, Central Bank Rajnagar 
1 tl. Babu Satish Chandra Ray, President, Union Board Garkan da 

17. Mauivi MuzailarHos'^ain, Director, Co-operative Chuniapara .. 
Bank. 

15. Mauivi AzizarRahaman, M.L.C., Member, District Filokhya 

Board. 

1 9. Mauivi Gafam Muhammad, Muktear . . Sribardi 

.20. Mauivi Kadi Uddin Ahmed, President, Union Rani Sim ul 
Board. 

District Tippera, 

1. Babu JajneswarBardhan, President, Union Board Asikati 

2. Mauivi Serajul Huq Choudhnry, Co-operative Sobhanpur 

Inspector. 

“3. Mauivi Tafazzal Hossain, Secretary, Chandpur Rup.sa 
Central Bank. 

4. Babu Nripendra Mohon Chakra varty, Circle Char Basanta 

Officer. 

5. Mauivi GoIamRahaman Khan, Secretary, Matlab Ludhua 

Central Bank. 


Police -station. 

Dhunot. 

, Ditto. 
Sherpur 

Ditto. 

Jamalpur. 

Ditto. 

Sarisa bari 

Sarisabari. 

Nakhla. 

Ditto. 

Islampur. 

Ditto. 

Melandaha. 

Ditto. 

Madarganj, 

Ditto. 

Sherpur. 

Ditto. 

Nalitabari. 

Ditto. 

Dewanganj. 

Ditto. 

Sribardi. 

Ditto. 


Chandpur. 

Ditto. 

Faridgimj, 

Ditto. 

Matlab. 


d. Mauivi Ahmad Razzak Choudhnry .. Kalipor 

7. Mauivi Amin Mean, Hajiganj . . .. Doalia 

8. Babu Rup Chandra Saha, President, Union Dherara 

Board and Head Master. 

0.- Mauivi Md. Karamat Ali M iah. Central Co-pjggtra*, Doghar 
ti ve Bank i Chandpur!. i , 

10. Mauivi Saiyed Fazl-ur Rahman, Seiii^^^upefvi-*^" Goh^t 
sor, Chandpur Central Bank. 
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Matlab. 

Hajiganj, 

Ditto. 

Kaehua. 

Kaehua. 


